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Preface 


This SuRVEY is published on the responsibility of the secretariat, and the views expressed in it should 
not be attributed to the Commission or to its participating governments. 


EXPLANATORY NOTES 


The following symbols have been used throughout this SURVEY: 
. = not available or not pertinent; 
— = nil or negligible; 


* — estimate by the secretariat of the Economic Commission for Europe. 


In referring to combinations of years, the use of an oblique stroke—e.g. 1969/70 
signifies a twelve-month period (say from 1 July 1969 to 30 June 1970). The use of a 
hyphen—e.g. 1968-1970—normally signifies either an average of, or a total for, the full 
period of calendar years covered (including the end years indicated). 


Unless the contrary is stated, the standard unit of weight used throughout is the metric 
ton. The definition “billion” used throughout is one thousand million. Minor discrep- 
ancies in totals and percentages are due to rounding. 


References in tables or charts to the OECD (Organisation for Economic Cooperation and 
Development) refer to the west European members of that organization (i.e. excluding 
Canada, the United States and Japan) unless otherwise stated. 
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СНАРТЕВ 1 
RECENT ECONOMIC DEVELOPMENTS IN WESTERN EUROPE! 


In western Europe, 1972 and the beginning of 1973 
were marked by contrasting features. 1972 was the 
first year of a cyclical upturn after the trough of 1971. 
The growth rate of output was relatively modest (3.8 per 
cent), but the upward movement gained strength during 
the fall of 1972 and the growth rate in 1973 is likely to 
be above 5 per cent, which is higher than the long-term 
trend of 4.7 per cent. On the whole, anti-cyclical policies 
have operated with a certain degree of success; but very 
little success, if any, can be claimed for anti-inflationary 
policies. In the summer of 1972 there was a disturbing 
acceleration of the already high rate of price increase. 
For 1973, on present policies, a price increase of no less 
than 6 per cent seems likely, compared with 7 per cent 
in 1972. The small deceleration expected for 1973 may 
well be temporary since the upturn of the cycle is usually 
associated with lower inflationary pressures than its tail- 
end. It is argued in the Survey that 1973 might provide 
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an opportunity for a fresh look at counter-inflationary 
policies with perhaps greater emphasis on structural and 
institutional aspects. 

Foreign trade, both in value and in volume, rose 
strongly in 1972 for most west European countries and 
for the region as a whole. The recurrent monetary crises 
appear to have had a smaller impact on trade expansion 
—particularly of intra-west European trade—than was 
feared in the beginning of the year. In February, and 
again in March 1973, following waves of speculative 
capital movements, existing parities were further modified. 

While this SURVEY was being prepared the US dollar 
was devalued by 10 per cent (13 February 1973) and 
most west European countries introduced a “concerted 
float” vis-a-vis the US dollar. Therefore it contains only 
a very preliminary assessment of the likely impact of these 
recent monetary readjustments on foreign trade develop- 
ments for the United States and western Europe in 1973. 


OUTPUT, DEMAND AND EMPLOYMENT 


(i) Output and demand 


OVER-ALL VIEW 


There was a moderate recovery of output in industrial 
western Europe in 1972. For the 13 countries in table 1.1, 
taken as a whole, gross national output rose by 3.8 per 
cent,2 which compares with 3 per cent in 1971 and 6.0 
per cent in 1969, the trough and peak respectively of the 
present cycle. (The average growth rate in the 1960s was 
4.7 per cent a year.)? The upward trend in output is 
expected to accelerate in 1973 even though policies are 
likely to become gradually more restrictive. 


Changes in industrial production are usually greater 


than changes in GDP, and for the region as a whole indus- 
trial production in 1972 rose by 4.4 per cent* compared 
with only 2 per cent in 1971. Production had stagnated 
for part of 1970 and for most of 1971; it began to recover 
in early 1972 though in a rather hesitant way; however, 
after a pause in the third quarter, a brisk upward move- 
ment started which was being maintained in the first 
months of 1973. 

The duration of the relative stagnation of industrial 
output in individual countries is broadly illustrated by 
the following text-table which refers to quarterly indices 
of industrial production (seasonally adjusted): 


Period of relative stagnation 
а Se eS 


Growth in the period 


Country from to (including) ние 
2 ee eS ee ee eee eee 
ВЕ о Их П 1970 IV 1971 2.0 
Deninarkt coe, <r Бо П 1970 ГУ 1971 —0.9 
inland merely 8 eat bei de IV 1971 Ш 1972 —0.8 
Germany, Federal Republic of. .... . П 1970 ГУ 1971 _0.9 
реа 6 aloe peace Aen в Е IV 1970 Ш 1971 0.8 
Па sete ieee ges пе ое coats П 1970 Ш 1972 —1.5 
SWE COTM о Lee en а me П 1970 Ш 1972 0.6 
НЕ о ta ОЗ оо оо ОНО П 1970 Ш 1972 ed 
П 1969 Iv 1971 0.67 


United Kingdom 


Nore. Roman numerals refer to quarters. 


а The last quarter of 1971 has been taken since the output fall of the first quarter 1972 was due to the strikes. 


1 Throughout this chapter, unless otherwise stated, changes 
in variables relating to a given year (or sub-period) refer to the 
change in that year with respect to the previous year or corresponding 
sub-period. 

2 The sum of last year’s national forecasts for 1973 was 3.9 per 
cent. See Economic Survey of Europe in 1971, part II, chap. 1. 


3 The present upturn has been compared with the upturn which 
began in the second half of 1967. However, the recovery of 1972 is 
much more moderate than that of 1968. 

4 Manufacturing output in 1972 rose by about 4 per cent. 


The period of stagnation (or of very low growth) was 
longest in the United Kingdom, Switzerland, Sweden 
and Italy; but in Finland and Ireland it was less than 
one year. In Austria, France, the Netherlands and Norway, 
industrial production continued to expand fairly smoothly, 
though in Norway the rate of growth was less than in the 
other three countries.5 


The recovery of output in western Europe during 1972 
was strongest for basic metals which grew at an annual 
rate of about 10 per cent (last quarter 1972 over last quar- 
ter 1971). However, this branch is typically subject to 
large cyclical fluctuations and the rise during 1972 barely 
offset the fall of 1971. By contrast, the chemicals industry 
grew by about 8 per cent in 1972; and metal-using in- 
dustries by about the same as total manufacturing. By 
the fourth quarter, metal-using was still growing no faster 
than total manufacturing; and there are indications that 
this behaviour is due to a weak demand for investment 
goods. In fact production of industrial machinery re- 
mained relatively depressed in the last quarter of 1972 
and the recovery of output appears to have been based 
mainly on consumer durables (including motor-cars). 


COUNTRY ILLUSTRATIONS 


In 1972 only in Austria, Finland and France did GNP 
grow faster than 5 per cent, while in the Federal Republic 
of Germany, Ireland and Sweden, it was 3 per cent or 
less (table 1.1). Industrial production grew most (7 per 
cent or more) in Austria, Finland, France and the 
Netherlands, and least (3 per cent or less) in Italy, Sweden 
and Switzerland. In Italy, the industrial expansion of 
1972 was no more than a recovery from the decline of 
1971 (table 1.2). In the Netherlands the high growth of 
industrial production was largely due to natural gas 
extraction and public utilities; for manufacturing industry 
alone the increase was about 5 per cent.® 


Output accelerated in most countries in 1972; only in 
Ireland, the Netherlands and Norway was the increase 
ia GNP in 1972 less than in 1971, while in Belgium and 
in the Federal Republic of Germany the rise was about 
the same as in 1971.7 In the following notes countries are 
grouped roughly according to the degree of output 
recovery (or decline) between 1971 and 1972. 


(a) Not surprisingly the acceleration of output was 
greatest in those countries (Finland, Italy, Sweden and 
probably also the United Kingdom) where output had 
either stagnated or had grown very little in 1971. In Finland 
the actual rise was larger than forecast. The output 
growth of 6 per cent was due partly to the unexpected 
high growth of exports (16 per cent for goods and services 


5 For this reason, Austria, France, the Netherlands and Norway 
have not been included in the text-table. 


v Comparisons between 1971 and 1972 for Finland and the United 
Kingdom are distorted by widespread strikes which affected pro- 
duction in the first quarter of 1971 in Finland and in the first 
quarter of 1972 in the United Kingdom. 


 7tIn Belgium and the Federal Republic of Germany, however, 
industrial production rose more in 1972 than in 1971 largely because 
of a sharp fall in stockbuilding in 1971. 
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against a forecast of 7 рег cent), partly to a very 
expansionary fiscal policy and partly to a sharp decline 
in the savings-ratio of households that fostered private 
consumption. In contrast, actual growth was less than 
forecast in Italy, Sweden and the United Kingdom. 


In Italy the lowest rate of output growth of the post-war 
period was recorded in 1971. The Government had aimed 
at 5 per cent GNP growth in 1972, the main instrument 
being an increase of 30 per cent in public investment. In 
fact, owing to administrative and technical obstacles, the 
expected increase of public investment did not materialize. 
Investment in dwellings rose only fractionally in spite of 
a large decline in 1971. As has often been the case in the 
past, the most dynamic sector of final demand in 1972 
was exports of goods and services, which rose by 12 per 
cent (against a forecast increase of 6 per cent). Domestic 
demand, however, remained stagnant. 

In Sweden GNP rose by 2.2 per cent in 1972 as against 
a forecast increase of 3.7 per cent. In 1972 the Swedish 
Government adopted a number of selective measures to 
foster enterprise investment (release of investment funds, 
tax rebates, special grants for stockbuilding, etc.); and 
in fact enterprise investment expanded somewhat faster 
than in 1971 although the increase was less than forecast. 
Private consumption also expanded less than projected 
(2.2 per cent against a forecast of 4 per cent). The rela- 
tively small expansion of private consumption was the 
consequence partly of a restrictive fiscal policy and partly 
of a strong and unexpected increase in the savings ratio 
of households. 


In the United Kingdom actual growth appears to have . 
been about 3.3 per cent® against a forecast of 5 per cent. 
A major factor accounting for the slower than forecast 
growth was the failure of private fixed investment to 
respond to substantial investment incentives and to 
expansionary monetary policies. Stocks fell sharply in 
the first three quarters of the year, partly because of the 
disruptions caused by strikes. The growth of exports of 
goods and services, in volume terms, was negligible in 
1972; exports to the sterling area, which still account for 
a large share of United Kingdom trade, fell sharply. By 
the end of the year, however, consumers’ expenditure 
was expanding rapidly, stocks were rising in the fourth 
quarter (though only marginally), and an upturn in 
private fixed investment is now generally expected. 


(5) In Austria, Denmark, France and Switzerland, the 
output acceleration between 1971 and 1972 was no higher 
than | percentage point, although their output growth 
rates in 1971 had differed considerably. Output had risen 
strongly (more than 5 per cent) in 1971 in Austria and 
France. In all these countries, actual developments were 
somewhat better than forecasts made at the beginning of 
the year. The interplay of market forces and policy meas- 
ures has been rather different in these countries. In 
Austria, total output rose in the first three quarters of 


8 The trend of GDP in 1972 is more uncertain than usual because 
of the especially large differences in the movements shown by the 
expenditure, income and output measures. The possible causes of 
these discrepancies, which were substantially greater in 1972 than 
ш previous years, are examined in Central Statistical Office, 
Economic Trends, April 1973. 


Output, demand and employment 


52214425 pup 
5роо8 fo 


sj4odxq 


‘| 


v € 
vy се 
<a 9S 
6v OL 
67 LL 
че vs 
0`Е cs 
StS 09 
SE ЯР 
[84 79 
os os 
cs cio 
СУ 0`5 
9S IGS, 
Tr TOI 

a SSP 
Ory) СЕ 
vis ST 
SL Ov 
88 vor 
Ov Sv 
VL 4 
8? ov 
Pe CV 
es) c9 

v g 
09 РЁ 
IC Dey 
ЕС 09 
OE ce 

2н4па 2104144 
uoijdunsuo) 


a в S L SOV Е р SSP “AELOL 
€0 (Ge ЕТ 61 as Uy 18 6c eee ее! 
ЗУ от Гб oP Dic СУ 8°6 Le Pei fie of) nC OT 
Lot L6 oT {1} VL Ue, 6ST 85 и. `` 046Т 
SCC CL t= era! ШО 8°6 691 C8 ОО] 
fo ‘day ‘pag ‘duvuuay 
ыы ый ра 09 GS 59 (Gl JS Г OClOL 
we a ¢9 os ЕО СТ vs 05767 
<a 1 2% pot 67 09 9 TT Os eo ee) LOL 
af a 7 pov eV Ge) 58 6S 07611 
ря i ‘ pt vl 78 [76 ENG Lab i wae eee 6961 
DIUDL 
ta ne 9 cs L S Ol 9  fELet 
v= Tie СТ € СС 5 78 9 ‘VCL6I 
6 Cils 0c Е 8c OC S05 SG See re OLLST 
e/a! SS £61 6 Cl тт У От 06! 58 0701 
ТСС Oise УСТ Lit Ctl СТ ЕСС У ОТ ST! 
PUyULy 
q 
ae 20 о . 5 : 59 Ser eu a & toe grey ey 
Е roa cS tic ov se 6v "Fh АСТ 
РТ EG 0c TT ig Le! Ty ede eo ao 
58 9-5 50 VS Tr LY 08 Le че +076: 
Lor £ Or ESC oer УИ sol Srl 0`6 6951 
аРщчиза 
07 ГЕ СС Ty 6S 06 SV “SELet 
ЕС Gils УТ 65 oS 8'8 Se “SCL6I 
c0- 6cI— Let LC oP c9 Le А |021 
v6 ИТ 8°6 Ov OL 98 СЭ гк м 
[79 6T IS; TL 86 6ST TL Om OMIT & 696 т 
штзрЯ 
й a 9 59 CL el SiS р i WEL61 
SCI Sol vit [9 OL С v9 : : WCL61 
Sct oer 6 Cl 6S SES 6S 9S en eri ag. ae ae WAS! 
Lit cll Sat EL € Or o8T SL fee ом 
v9 Lite 9`0 LE co LL OS, So 4 + = 6961 
pujsny 
42410 [OOP ISOS, 
juaudinba я 
pee eB. uoljonajsuoD 
_ Pol 5аэ1алах saad 
uUolwUsof а. А $5045) ore formu, 9 IND dpad pup Аципо) 
ppuDluap I1jsautogd 
и011221]11 [] SIDANOSAY 


(auinjoa и1 ‘эдирц asvjuadsad jonuuy ) 


S30INOSE1 JO э5п рае Ajddng 


ТТ a1av |, 


sith cE i CTT а Sa € oP э УСТ 5 me ‘VEL6I 
› v9 OT < 59 0'9 те ss Lt 9¢ oP СС А: 
8°5 ГЕ Е ТТ ov Ei Ge © УС 8`0— ЭТ 9105 ete Тб] 
Тб С8 07 99 dE Dione OE os gs гот Ly ; OL6I 
67T 87 СУ СР 8 У ve CV eS 99 9ST LY) « Se ae 696 
glapams 
Bild (a ev plot SE p? 6 09 v9 SIT ov i ° 2О8Е6Т 
Srl es oT pe 8I- OL °С ps Ot GE oT ov а АД 
OE SL os p8 97 ЕСТ ott p? st 69 8S 5`9 cs a ee ae SSG 
oT Or ТС S87 СФ TIT СУТ Гб 9`9 СЕТ as eee №076 
8°5 08 Leys 1 59 COL is vy 61 IV os et G96) 
qtOMsony 
8 С v 8 c= SV SV 95 6 14 oe ee NSLSD 
OT ol v 5'8— Or Sy С УФ 9 v ое дя 
OTT Sac OE О СТ SL Ш ст Us 09 SV О! 
SCI 85 Е Ort СУ OT £38 UL Сб 6 ЕТ в 9 а be Pe OLEL 
SST СР А Cie vL- SS Аб 5'9 9°6 СУТ OL 6961 
фРИРМа 2 
8 Or СС cS № big v УЕ 5 9 СТ СР ЕН 176 
Е cl cr SE os VG LY c0- cE Г$ СЕТ CE 7 О 
= с 9 cs 87 СТ Sib Ст cE 50 oT Lt oT ee pe Pe WAL 
= 59 61 SL СЕТ ЕС Vilas УЕ CL OL SLT 61 Re ee tS  OLGT 
= Э`ЕТ ТЕ v9 v9 СЕ TST U8 [/9 08 9°0¢ LS 16961 
ти 
СТ 5 SE a: = or 5 if, IT Sas “ fEL6l 
StT gs € iy a с v cE с SL? 00761 
os Src Gs 6€ ГУТ СУТ 68 5 6'5 ТР SE 1761 
У? OL OE Sule 85 УС Si [2 L?é УС 6'С 0761 
9°ф OL 9? 9`85 cs СР 7 0С v6 v8 a oa es EN SES STS 
рип]241 
9 ( 
nd IDA зиэшатвВа ee pape 1210.1 
21 a}DAl : 
eee os 114 Рио Алэии|2в И) иопэплбио) POL Е ЕЯ 
а иозаштзио uolwiusof |245 paxi{ эпкошор $5041) ie И wane anak puv AsjunoD 


2 цзи {о 


‚риршэр эи5аио< 


5а2лто5а 


ион 


(aunjoa и1 ‘э8ирц asnjuaosad onuuy ) 


5$ээ1105эл JO ssn pue Ajddng 


(panuijuod) ТТ aIaV I, 


LOI 
се аз ZL6I 
L OG Pains) fe TL61 

с. oie etre, ss OL6I 
mie бане 696T 

SSMOTJOJ SE DIV взер этпуутризахэ oy) чим 3421$1$ 

-005 dH 1! sesuvyd 883129124 JO $21135 “{QH Jo $21159 ,SMWMOIMWIOS, 243 03 12]21 LEP э5эЧ1 в 

"Ао $ро09 г; 

"3925005 55018-55010 › 

Еф а, oS €L6I 
OE мае аа ZL61 
ra | ay ae Sa TL6r 

ADATD 17101 

3218 ват SUIpNjoOxe езеа ‘зат 8ирири] р 
“эту 8е витрщрхя, 

*зэпроза э1$эмюор $5010) а 


*598ЦеЧо 4203$ 8ШРрии[ о 


я-а 


са 


"т 
0 
“€L 
Juaudinba puv Asauiysoy 


Output, demand and employment 


£L6l Tidy = У $461 Атепз9э4 = Я ZL6I 1299120 = О 
$261 IEW = W &26Т Атепие[ = Г ZL6I 129121455 = $ 
грозераоео эзэм BIEP чощи п SyIUOW 94} 0} АЭМ “ALON 
“EL6I WIEW “FZ/EL6I 240424 jaspng puv 1иэшэтл$ тиви pue 
EL6T WIV “2161 01 (961 Siuaudvd fo aquvjog puv эшози} JouojjwU fo sajpuyisa Каририцола TWOPBUTY Pru Q 
EL eS Us Ae ae 5а 
O07 9E 39 = 7 8'9 
Ts 6€ 97 СЕ Sl ST 
oP Lt LC £8 6T 6'8— 
v6 $ 90 УТ ТТ (И 
os OL 9S 8 Sie 
vy sv Ls Ov SL 
[Ke LE 95 ро УЗ 
98 a A во Lit 19) 
6CI LC сс (edt, 85 CCT 
зиэшатБа шо в“ 
о ongnd aA pun Клинт и ри 
т, Я РТ иотии10} [2402 paxi{ a1jsauiop $5040) 


г узщци {о 


эриршар эц5эмо({ 


ион 


“ELIT ‘ON PUR ZL/S “ON ‘эпрриоио? аа VT :риеротим$ 

“£161 1а8рпатион?мМ posapiaay :иэрэм$ 

*ZLOI 1290320 “EL6T AvMLON fo 128рпЯ JOUOIION гит, PUL $161 YOIEW ‘EL/OI “ON aifayayn YsSTSHDIS демо 
“EL61 WIV ‘516Т и yISpuou0r] JovsjuaD pure ‘[ 6] uasujuayas атиономМ :рие]эч1эм 


"EL6I Алепзаэя ‘£Z6[ ajonuuv ouvtd 1161 YEW ‘ZL6[ 2524 Jap вопиоиоэг 

PUOIZONS DIINS ajosauas 2и0120]24 :161-[96Т Cpotsad п 4ad vuvipoj1 ajouojzvu 21 1991иоэ вар t4pynO :Ajery 
“€L6] Arenues 

‘Кллиэшио) Buiouorq Aj4ajsonO ‘лэхеч “f° ‘эзабир чоте25эч 1еюо$ рие sMIOUODG эчт :ривэм 


*Е[6Т Азепзаэ ‘8unsajZeusapung 4ap £26] 1Y4214aqgsifoyrsisjmsasyos UO рэБеа вэ1еиизвэ 
32112121505 НОЯ PUL {6161 ‘Z “ON PUL ZLEI ‘6 “ON ‘95$ pun ия JO ONQndey тезорэд ‘иеил125 


1191545 WNS 341 01 388121596 НОЯ oy) AQ poysn{pe А8пол1 *7/6] 1290120 ‘985 “ON ‘базерривщы 
Sapniq 12 5271611517215 Ul *$/6Т 4mod sanbyuouosa saseyioddy харразилаа 12 7/6] 9PUUD,] ap Sjauuojsiazid SajduoD 
WOI BVP PUL ZG] ‘51282482 Ja SajJdwui0d 521 *[L6] э?иир.] ap uojiwU в] ap 52@шо> 52] ams jsoddvy :эочез 


“€L6] Arenuer ‘punjuyy “E267 40f ja8png 1риозрм рае $161 ПзЧУ *1 “£261 LY 15161 140ddvy 511517715 гризптА 
“€L6T YOIEW ‘18154240 YspuouoyO зле 
"Сбт 129123955 ‘35014 ‘£/67 ap эпБииоио2р jaspng рие ZL6I “8/1 “ON ‘anbusuvis ap upajing sumisjog 


"EL6I “Е ON ‘BungosioysyeyomA, тор изв] 
$2425142121223$0 ‘asyIsagswuopy PUR $16т Чозеу{ “OL6T PUN 696Т uauMOXUIaSyJOA 54212142150 :eINSnY 
:рие SJUN0IID |риопри UO бэлишионугто SUONEN Pret 01 $21424 :522.т0$ 


v9 99 89 0°8 HS, WEL6I 
v0 OV ЗАВ Сб Ее ‘ WCL6I 
905 oT CC 9`у oT у ° TL6T 
is УС 05 os УС Е SOG 
$`0- 90 ГС oe 61 ANS 6961 
guiopsuly pajlup 
[$ cs os v8 СУ ` [5 06Т 
£9 8s es 69 ГУ й ^ ГС Е6Т 
SL vs vy OL 6€ А ks waa V5! 
08 C9 s9 Sel 9`у 0 
OL 6'5 SL OET (Qe) oe ee re 6001 
pumsazjimg 
PIOL 
12151, х2Э14 425 saad 
17101 pup 5роо8 Jays 
40 злоашр1 т IND dvak puv Каипо) 
SIIANOSAY 


А ОНИ 
\ (эититол ит ‘э8иеЦо э9езиэоэ4 Jenuuy) 
\ sadMosai JO asn рив АМапс 


(papnjouo2) |" яатяут, 


*JEUOTSIAOIA а 
*231118 AQ рэоэцу а 


"80113287 


-пивщ ит рэрре эпел э41 03 12]э1 вер Алеэдх “poysn{pe Ajjeuosees ‘8шаиоеумивиг UI $2128 JO SUINJOA + 
"рэршрохэа чопэп5ио) ‘алюм 
"521051238 Течопеи рие :5401рри] эпиоиоэч ити ‘GOAO :5224п0$ 


ОИ 


«VV ТС es ТЭТ 9ST SST est OST бУТ ЗУ ЗРТ Lol QbT 9b1 Sl ak "+ edoing тенззари] 
x9 € Tl 9`5 eat ТУТ Ol bet 9ET СЕТ ЕТ УЕТ ЕТ Sel УЕТ cel a en 1 os Mee LL 
«30 9¢ c9 691 €9l col 191 LSt 9ST SSI 9ST est cst cSt Ist wy вн 
ТЕ 5`0 с Sel СЕТ ОТ асст 9cT ЭСТ ЭСТ ЭСТ ЭСТ 9CT Scl УСТ т ` Wopsury рэний 
ТС ГС 58 ЕСТ Srl Lol 6bl [УТ Stl Stl СТ Srl bel vel Ovr SS ss рирэрим$ 
8c 60- oy 09т est EST OST 6vl ЗУТ Ost cSt vst cst IST OST © ee hee Sect aie UE ES 
Se Se 6€ 9ST est ea! cST OST 6УТ бУТ Lot Stl Stl evi ТУТ ie ek ra or ae ACMION 
a 08 89 oot 807 c0c COC L6t 06T 881 L8I Sst 18st ЗАТ ФЕТ ТЕТ ein °5риерэЧзэМ 
Е vc ЗЕ = гу LST Sel ЗУТ бУТ Ist erl vel 6УТ СОТ OST OST cst is “`` А 
a ЕЕ os СЕ ee ТЕТ 99T LOT LOT cor cor ЭТ T9T 6ST SST СОТ > ри 
Е Sic ST 09 Lot oor ТУТ 8ST est 9ST LST EST ЕСТ УСТ cst est * Jo oqnday тезэрэ; ‘Aueutias 
3 TL GPS 09 9LT СТ 891 991 vol 191 SST OSI! TST 671 OST OST Pity + aoe, 2 SOURIS 
= v8 9°С Tcl 961 SLT 6LI LLI 6LI 9LT SLI gest 691 691 тЭТ cor iat 7 7s рим 
89 Le Ly ей у pol pol СТ est ЕСТ TST est cSt УСТ бЕТ Е: 2” preuruad 
85 KG cE €ST СУТ Obl ЭТ 6ЕТ ЗЕТ 6ЕТ 6ЕТ LET Let Sop СЕТ а "77 ря 
TL 19 88 681 CLI 69T LOT pol col СЭТ cor LSD vst IST 8rl ha ет пу 
42161 IL6I 0261 aAl Ш II I AL Ш И 1 Al Ш И yi 
Aaqunoy 
Sasupyo 


э80зиээлэа jonuup 


ЕВЕ 


CT Тау, 


(paisnipo 4рио$ра$ ) 
$эвиеЦо эвезизоло@ [enuue pus (001 = $96Т) $эо1рш: АпэзлепЬ :поцопрола [eLysnpuy 


Output, demand and employment 


—__________Outprt, deonnd and employment 


1972 very much as in 1971. Investment growth decelerated 
considerably, particularly investment in manufacturing 
(private enterprises) which completely levelled off. The 
main stimuli came from exports and public consumption. 
However, in the last quarter both private consumption and 
enterprise investment picked up. There was a spree of 
anticipatory buying by households (especially for consu- 
mer durables) and from enterprises owing to the impending 
tax reform (which came into force on 1 January 1973). In 
France also buoyant exports supported the over-all output 
acceleration in 1972. France is one of the few countries 
where total domestic fixed capital formation accelerated 
in 1972; this was due to households investment in 
dwellings, to capital expenditure in agriculture (mainly 
machinery) and (probably) in services. By contrast 
eee investment increased noticeably less than in 
1971. 

In Denmark, buoyant agricultural and industrial 
exports played an important role in stimulating activity 
in 1972. Investment in residential construction was by 
far the most dynamic element of domestic demand and 
restrictive measures were taken in the second half of the 
year. Enterprise fixed investment rose strongly in agri- 
culture but levelled off in industry. Capital formation in 
stocks continued to decrease. Private consumption was 
stimulated by a liberal fiscal policy but this was partly 
nullified by an increase in the savings ratio of the house- 
holds. In Switzerland, market forces have continued to 
be quite strong in 1972 and expansionary policies have 
not been required. 

(c) In Belgium and the Federal Republic of Germany 
there was no sizeable acceleration of GNP growth, 
although industrial production rose more rapidly in 1972 
than in 1971. In the Federal Republic of Germany, as in 
most west European countries fixed investment (especially 
enterprise investment) was the most important dampening 
factor. But in contrast with many other countries, public 
investment declined too. Only investment in dwellings 
expanded strongly, largely because of better supply 
conditions and an exceptionally good winter. Again in 
contrast with many other countries, the growth of private 
consumption decelerated considerably in 1972. Both 
primary and disposable income of households rose in 
1972 by about the same as in 1971 and in both years 
disposable income rose more than primary income. In 
1972, however, the composition of primary income 
changed—total wages and salaries increased more slowly 
than in 1971, and other incomes more rapidly. In 1972, 
private consumption rose by 2 percentage points less than 
in 1971. This was mainly due to a large and unexpected 
increase in the savings ratio (accounting for about 114 
points of the decrease) and to the faster rise of prices. The 
rise in the savings ratio is partly related to the lower 
share of the wage and salary bill in total primary and 
disposable income. On the whole, the overriding preoc- 
cupation of the authorities in 1972 was inflation rather 
than the acceleration of output. One reason for this 
policy orientation may be that, owing to a stagnating 
labour supply, unemployment has remained relatively 
low throughout the present cycle. 

In Belgium, the main stimuli to growth in 1972 came 
from the public sector. Both public consumption and, 


especially, public investment accelerated while private 
investment declined. Private consumption in 1972 rose 
by the same amount as in 1971; this was mainly because 
in 1971 it had been inflated by abnormal stockbuilding 
in the distributive sector.® 


(4) The deceleration of output growth in 1972 in Ireland, 
Netherlands and Norway reflects essentially differences 
in the phasing of the current cycle as compared with the 
rest of western Europe, as well as differences in the relative 
strength of dampening and expansionary factors. Norway 
and the Netherlands had both been quite resistant to the 
downward phase of the cycle in 1971, but in 1972 they 
followed the general pattern with an actual decline of 
enterprise investment in the Netherlands and a strong 
deceleration in Norway. In Norway a fall in stockbuilding 
accounted for 0.8 percentage points of the total decel- 
eration in GNP. In both countries policies were expan- 
sionary, the main instruments in Norway being public 
investment and investment in dwellings and, in the 
Netherlands, the stimulation of private consumption; but 
in both countries these measures were not sufficient to 
offset completely the dampening factors. 


DEMAND 


In spite of the variety of national situations a pattern 
does prevail among the different policies and in the 
behaviour of the various sectors of demand. 


Fixed investment by enterprises was generally a re- 
straining influence on growth in 1972, particularly in 
manufacturing industry. Policies have generally been 
expansionary, although the degree of expansion as well as 
the policy instruments used vary from country to country. 
In the United Kingdom the main source of output 
recovery lay in the rapid growth of private consumption, 
which had been deliberately stimulated by policy. 
Elsewhere the main policy instruments for faster growth 
tended to be public investment and/or public consumption. 
Investment in dwellings also rose rapidly in most countries 
in 1972, but in this sector it is particularly difficult to 
isolate the effects of policy from the underlying market 
forces. Exports increased rapidly in most countries, 
though less so in the Federal Republic of Germany and 
hardly at all in the United Kingdom. 


Developments in the major sectors of demand are 
summarized below. However, in interpreting annual 
changes care is required since these may obscure changes 
in the rates of change taking place within the year. 


(a) In 1972 public consumption rose more than GNP in 
seven countries. The exceptions are Austria, Finland, 
France, the Netherlands, Sweden and Switzerland. In 
all seven countries, the growth elasticity of public con- 
sumption with respect to GNP growth was well above 
the average elasticities of the 1960s, and for most countries 


® In Belgium, official data on private consumption include changes 
in stockbuilding in the distributive sector. When their effect is 
eliminated, annual volume changes in private consumption have 
been estimated as follows (in the Budget économique de 1973 (Projet), 
prepared by the Belgian Ministry for Economic Affairs): 1970 
—increase of about 8 per cent; 1971—small decline; 1972—increase 
of about 6 per cent. 
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this was true for 1972 as well аз 1971. For 1973, adecel- 
eration in the growth rate of public consumption is 
expected in most countries, although a strong acceleration 
is projected by France and Switzerland. 


(b) Changes in public investment in 1971 and 1972, and 
forecast changes for 1973 are shown below for 9 countries 
where the data are available. In 1972 public investment 
rose at a high rate (and more than GNP), in Belgium, 
Finland, France, Norway and Sweden. One reason for 
the smaller rise in the other countries (in addition to 
different policy orientations) is the technical lag which 
often exists between the policy decision and the actual 
investment. 


General government investment 


(Annual percentage change in volume) 


Country 1971 1972 19734 
Вера sen nee cme 14.9 13.0 1.6 
ое eae on ee 15 8.5 —2.5 
Prance. ssa ee рам 4.7 ae 6.7 
Germany, Federal Republic of —3.0 —6.0 10 
а eee Ga —3.5 — 0.2 4 
метет ее 2.8 — 10.5 7 
Norway: eee ОЕ ТЯ 9.4 4.5 
мечети, Seta Л —4.0 6.6 4.5 
United Kingdom ...... 5.1 —4.1 6.4 


Sources: As for table 1.1 and secretariat estimates. 
а Forecasts. 


(c) Investment in dwellings rose rapidly in 1972 (by 7 
per cent or more) in eight countries, namely, Austria, 
Denmark, Finland, France, the Federal Republic of 
Germany, the Netherlands, Switzerland and the United 
Kingdom. For most of these countries, actual growth 
was higher than forecast at the beginning of the year. 
Fiscal and monetary policies have been liberal in a clear 
attempt to encourage dwelling construction; but in all 
probability other factors such as the exceptionally mild 
1971/72 winter were important. Probably, the rapid pace 
of inflation has also stimulated the purchase of dwellings. 
Investment in dwellings declined in 1972 only in Belgium 
because the stimulating measures adopted towards the 
end of 1971 began to have an effect only in late 1972; 
and they rose marginally in Italy because no effective 
policies of stimulation were taken while the market 
remained weak. 


In 1973, a fairly general deceleration in the growth 
rate of dwelling construction is expected partly because 
a number of countries have adopted more restrictive 
policies for mortgage loans and partly because in a 
number of countries, supply limitations are expected to 
arise. 


(d) Enterprise investment. For enterprise investment 
excluding dwellings, 1972 was the trough of the cycle 
rather than the beginning of an upturn (table 1.3). In 
most countries, enterprise investment either declined in 
1972 or rose less than in 1971 while a revival ог an acceler- 


TABLE 1.3 


Enterprise investment, investment and output in manufacturing 
(Annual percentage change in volume) 
РОСТ Se 


Enterprise investment Manufacturing 
eh Total® Manufacturing OU og 

Belgium 

197 eer. ees ee al —3.1 —11.5 3.0 

19725 eet te —1.1 5.8 

19736 Рино о 21 5.25 
Finland 

с ore 4.0 15.56 2.4 

ПРА а О 1.5 —4.5< 7.7 

1973 ay. Sui eee 7:5 8 
France 

рт. к ener 5:5 5.7 

орк moras 6.3 is, 

ОЗ: вс» 6.2 he 
Germany, Fed. Rep. of 

1971 ee ee Sot Z 1.8 

19729 en eee 0.3 —5 3.4 

1973) Е See 2.4 6 
Italy 

ВЫ 0.3 1,52 —0.9 

1972 ae re ee as —0.2 —2.80 2.3 

19732 We Base co eee 2.0 5 
Netherlands 

Е aa Re —1.3 —5.1с 3.6 

1972 et Sere —8.0 5.0 

Оо ee 8.5 aes 
Norway 

ее. 13.18 1152 3.4 

1972" eee ee 2.34 —3.9 3.1 

1973) Go te eee 6.54 7 4.5 
Sweden 

о и 1.4 2.0е —1.5 

О a, п 6.5 3.5е 2.8 

То See ee 9 11.0¢ 8.4е 
United Kingdom 

OT OMe) ois ace, fects —5.1 —7.1 —0.4 

1972 eran. ee ee lee —10.1 3.0 

CWE i ооо sescund 4 7.5 


Source: As for table 1.1 and secretariat estimates. 


а Excluding dwellings, except for Finland (1973), Norway (1973) and the United 
Kingdom (1973). 


> Industry. 

с Industry and construction. 
8 Excluding ships. 

* Including mining. 


ation is expected in 1973. Current developments therefore 
appear to confirm that enterprise investment follows 
rather than precedes the upturn in other sectors of private 
demand; and that investment in manufacturing fluctuates 
more than total enterprise investment. 


In Belgium, the Federal Republic of Germany, Italy 
and the Netherlands enterprise investment actually 
declined or did not rise at all in 1972. Only in Sweden did 
enterprise investment accelerate significantly in 1972 (in 
fact it rose faster than output). The rapid increase in 
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Sweden is probably due to a 20 per cent investment 
allowance and more generous grants for environmental 
controls. In 1973, enterprise investment in Sweden should 
Increase only slightly more than in 1972 in spite of an 
expected acceleration in total output. It would thus appear 
that the policies adopted in 1972 have largely anticipated 
the investment revival. By contrast, enterprise investment 
in the Netherlands in the last months of 1972 was probably 
delayed by the Government announcement that the 
value-added-tax on investment was to be discontinued 
from the beginning of 1973. 


_ Investment in manufacturing actually declined in 1972 
in all countries for which data are available except France 
and Sweden; and the situation in 1972 generally deterio- 
rated in respect of 1971 while manufacturing output 
improved. Thus manufacturing investment appears to be 
more unstable than both total enterprise investment and 
manufacturing output. In 1973, investment in manufac- 
turing is again expected to increase more than manv- 
facturing output. 


The projected revival of enterprise investment in 1973, 
and especially of investment in manufacturing, is not 
comparable with the investment booms of 1969-1970 and 
1959-1960. In 1969, enterprise investment in most coun- 
tries rose by 10 to 15 per cent and investment in manu- 
facturing by even more. In 1973, no country expects an 
increase in enterprise investment greater than 10 per cent. 


(e) Households incomes and consumption. In 1972—in 
contrast with the long-term trend—private consumption 
in most countries rose more, and in no case less, than 
GNP.1° The exceptions were Denmark, France and Nor- 
way. Thus, in 1972, as in 1971, private consumption 
continued to stimulate over-all economic growth; however, 
the stimulus weakened somewhat in 1972 since the dif- 
ferences between the growth rates of GNP and of private 
consumption tended to narrow. In France and the Federal 
Republic of Germany output growth accelerated while 
the growth of private consumption decelerated. By 
contrast, in the United Kingdom and the Netherlands, 
private consumption in 1972 was the major support to 
economic growth, and much more so than in 1971. 


Only for a few countries is it possible to relate changes 
in private consumption to changes in primary and dis- 
posable income of households and to changes in house- 
holds savings (see table 1.4). 

In 1972, as already mentioned, an upsurge in private 
consumption took place in the United Kingdom. In this 
country, primary income of households rose only margin- 
ally above 1971 but disposable income rose 2.5 percen- 
tage points more owing to the various tax reductions and 
increased benefits included in the 1972 Budget. In the 
Netherlands the growth of private consumption acceler- 
ated, from 3 per cent in 1971 to 4 per cent in 1972, while 
GNP growth declined. Wages and salaries rose about the 
same as in 1971. As in the United Kingdom, disposable 
income rose more, partly because in mid-1972 the 
Government reduced the rate of the conjunctural tax 


10 It is normal for private consumption to increase more than 
GNP when GNP increases only modestly. 


TABLE 1.4 


Primary income, disposable income and savings of households in 
selected countries 


A= Primary income : annual percentage increase 
Bae Disposable income: annual percentage increase 
C = Savings as percentage of disposable income 


SS SSS 


Country 1970 1971 1972 

Finland 

Ad trast ans Sn PAI tes gk ae 13.3а 13.54 14.44 

В Е. 9.0 11.5 11.3 

OTs a ee ee 12.3 14.6 12.5 
France 

Bs Co ee ee 12.45 10.15 10.95 

т об РЕ 12.8 11.6 112 

COR ie оо УД 16.9 16.9 
Germany, Fed. Rep. of 

Ae OTe Te eRe 15.9 10.5 8.9 

Ber Mae ee, Pee ot 13.0 8.4 11.4 

CP ERS Frat Se ake 16.4 14.4 15.8 
Netherlands 

A rn ee eo en ae 11.3 11.8 11.94 

BS, 5 pe ene oe te 11.2 11.0 

Cera. crea or aero es 13k 13.4 
Norway 

р Е ос же 15.4 112 10.4 

ВЕ eee 19.7 5.9 1/57 

СУТИ» Яка 13.2 8.5 7.9 
Sweden 

ANP enna Ree ee ate eos 11.4 8.1 RS 

Bee ee ne ee 9.4 9.6 6.6 

СВ ВУ 355 6.3 53 
United Kingdom 

yee oe ee Se eae 10.3 10.7 10.6 

В Pear eet irae 9.2 18155 12.9 

оао 8.4 8.9 9.3 


Sources: As for table 1.1 and secretariat estimates. 
в Compensation of employees. 
5 Excluding taxes. 


(Wiebel tax) from 5 to 3 per cent. The growth of private 
consumption accelerated considerably also in Austria 
and Finland. In Austria this was largely due to the special 
factors noted above and in Finland to a sharp decline in 
the savings ratio of the households. 


In the Federal Republic of Germany an expansionary 
fiscal policy was nullified, largely by a strong increase in 
the savings ratio and to a minor extent by an acceleration 
in the rate of price increase. A considerably more stringent 
fiscal policy is planned for 1973. 


(Г) Stockbuilding. Though data on stockbuilding in 1972 
are particularly fragmentary, it would appear that only 
in some of the small countries has the output growth been 
held down by de-stocking or by a sizeable deceleration in 
stockbuilding. This was the case in Denmark and 


11 In most countries there had been a sharp deceleration in stock- 
building in 1971. 


10 Western Europe 


Sweden where stock fluctuations were unusually pro- 
nounced in 1972. Denmark and Sweden are the only two 
countries where there was actual de-stocking in 1972. 
Towards the end of 1971 a cash grant, equal to 20 per 
cent of the value of the stock increase in 1972, was 
authorized by the Swedish authorities for those enterprises 
in particularly difficult market situations. The measure 
was taken to protect employment in such enterprises but 
its effect has probably been felt only since the last quarter 
of 1972. In Norway stocks continued to rise in 1972, but 
at a greatly reduced rate (the deceleration accounts for 


about 0.8 per cent of GNP). In all the other countries for 
which data are available, changes in stockbuilding in 1972 
have been quite modest and have affected GNP changes 
only marginally. 


In most countries a renewed growth of stockbuilding 
probably started towards the end of 1972; and for 1973 
a general acceleration is forecast. This, however, appears 
to be of limited proportions except in Sweden and the 
United Kingdom where re-stocking may account respec- 
tively for 1 and 2 per cent of the expected GNP growth. 


(ii) Employment, labour productivity and unemployment 


The slow growth of output and the usual time-lag with 
which employment reacts to the cyclical upturn in output 
explain why total employment stagnated or declined in 
most countries in 1972.12 For most individual countries 
and for the region as a whole, 1972 was a better year than 
1971 for output but a worse one for employment. In all 
countries except Finland and France, employment in 
1972 either rose less or declined more than in 1971. In 
1972, employment rose in Austria, Finland, France, 
Norway and Switzerland, that is, in those countries where 
output expanded at relatively high rates. The increase 
was greatest in France where it rose by 0.9 per cent 
(about 180,000 persons), virtually as forecast. By contrast, 
employment fell most in Italy where the non-agricultural 
sectors have not been in a position to absorb the con- 
tinuing decline of manpower in agriculture. In the other 
countries the rate of decline in total employment was 
quite small, below 1 per cent; for a number of them, it is 
probably more accurate to speak of virtual stability 
(table 1.5). 

Employment changes in manufacturing were generally 
larger than in the economy as a whole. There was an 
increase of about 2 per cent in Finland, of 1.6 per cent in 
France, and a decline in most other countries. The decline 
was particularly large in the Netherlands and in the 
United Kingdom (where it was more than 4 per cent). 


Changes in employment reflect changes in output per 
person employed (for short, in labour productivity); and 
increases in labour productivity are more than normally 
high in the early phases of a cyclical upturn, especially in 
manufacturing. In 1972, for the economy as a whole, 
output per person employed rose by 4 to 5 per cent in most 
countries though it rose less in the slow growing countries, 
especially in Sweden (largely because of a sharp reduction 
in working hours). In manufacturing, output per person 
employed rose more than in the economy as a whole 
(quite a normal feature) and inter-country differences 
were rather large, reflecting not only differences in output 
increases but also national peculiarities of a structural 
character. There was an increase of 7 per cent or more in 
Austria, Belgium, Denmark, the Netherlands and the 
United Kingdom, of about 4 per cent in Italy, Switzerland 
and Sweden, and of 5 to 6 per cent in the remaining 
countries. 


12 For the time-lag in the previous cycle, see the SURVEY for 1968, 
chapter 1, p. 32. 


For most countries, the increase in output per person 
employed in 1972 conformed rather closely to expectations 
based on past experience of the relation of productivity 
change to output growth and the cyclical position. How- 
ever, the results of 1972 (confirming the findings of the 
SuRVEY for 1971) show that for the United Kingdom and 
Switzerland the current growth rates of labour produc- 
tivity are higher than would be predicted by past relation- 
ships.13 Developments in 1972 (especiaily against the 
background of 1970 and 1971) seem to suggest that in 
Denmark and in the Netherlands, output per person 
employed is also currently increasing at a higher rate 
than past experience would suggest, taking into account 
the rate of output increase and the cyclical position. 


Man-hours worked (for wage-earners in manufacturing) 
declined in 1972 in all countries including those where . 
industrial employment increased; and in all countries 
except Denmark, Ireland and the United Kingdom the 
reduction was more pronounced than in 1971.14 


Notwithstanding the existence of a certain amount of 
unemployment, net immigration of workers continued in 
1972, though at a reduced rate, in the Federal Republic of 
Germany and in France. In the Federal Republic of 
Germany, the number of foreign workers is estimated to 
have increased by 110,000 between September 1971 and 
September 1972. In Sweden there was not a net immigra- 
tion of workers in 1972, in contrast with the previous 
years. 


In 1972, registered unemployment remained negligible 
in Switzerland and declined in Austria; but it rose in all 
the other countries (including France and Finland where 
employment increased). A comparison between the 
situation at the end of 1972 and at the end of 1971 may 
be more meaningful in this case than a comparison of 
annual averages. At the end of 1972, unemployment was 
still higher than one year before in Belgium, Italy and 
the Netherlands; it was at about the same level in 
Finland, France, the Federal Republic of Germany, 
Ireland, Norway and Sweden; and it was lower in Austria 
and the United Kingdom. Thus during 1972 unemploy- 


13 Reference is made here to the experience of these countries 
in the 1960s. 

** Some annual decline in man-hours worked Бу wage-earners 
may be expected from the slow but continuous shift in the compo- 
sition of industrial manpower, from wage- to salary-earners. 
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TABLE 1.5 
y Employment, labour productivity and unemployment 
A. Employment and output per person employed, man-hours worked and output per 


man-hour for the total economy and in manufacturing (Annual percentage changes) 
B. Unemployment level (Thousand persons and percentages) 


a ee ee ie 


A. Total economy А. Manufacturing В. Unemploy- Unem- 
ment level ploy- 
ment 
ours (end i 
в Man- Output ied 
я Employ- eat Employ- Ele hours р Annual ПЕС И 
ment person ment person retin (eck 8 ese ae tage 
employed employed inputs Ape 8 и 
force” 
Austria 
а cy, fe 0.2 7.6¢ 2.84 5.64 0.0 8.6 58.4 69.0 Ot 
‘th an есь. 1.3 4.2¢ 0.74 6.54 0.4 6.8 2 
1972 is d 52.0 67.2 2.0 
А ОЕ ee 11 5.2 0.8 7.09 02 о 49.1 574 1.7 
Belgium 
MSO A Be ae re a 1.8 4.2 2.2 3.0 04) 6.0 71.3 76.2 2.0 
GTM ие. 1.2 2.4 0.4 2.6 9) 5.9 70.9 85.7 DS 
LOT DLR ит, Зи. 0.1 3.8 —1.4 UB —4.1 10.3 86.8 99.7 2.6 
Denmark 
ПО. a. PHM ож 1.4 И 1.8 2.8 9 7.1 23.9 39 1.8 
Ор fe 0.8 3.3 =o 5.9 5 8.6 30.0 51.1 р 
197 2 а ее —0.1 5.0 —2.9 10.0 —1.8 8.8 29.9 39.9 1.8 
Finland 
ео 19 6.3 6.6 5 41 38 1.8 
TIS AALS, ap i ea еж —0.9 3.4 И УЗ 49 ЕЕ) 2.6 
S12 К ae) У. 0.5 55 2.1 55 57 55 2.6 
France 
у we а. LS) 4.36 я 5.0 0.4 6.8 262.1 322.4 1.5 
И ие 5 0.7 4.35 1.0 4.7 —0.1 5.8 366.6 397.9 1.9 
ПО ao ee ee 0.9 4.5¢ 1.6 5.8 —0.5 8.0 380.3° 413.1° 1.9 
Germany, Federal Republic of 
О OUR: Brey sey was fists) dee be ce 1.4 4.4 2.9 2.9 2.8 3.0 148.8 175.1 0.6 
ПОР ср ие —0.1 et —0.5 73 —4.2 6.3 185.1 269.8 1.0 
OW OP м ро мое —0.8 3.8 —1.4 4.9 —4.6 8.4 246.4 279.2 1.0 
Ireland 
ПО Oleeee cay ne eee es Zs = 07 3.6 23 1.0 0.8 2.5 41.6 39.9 3.6 
OUT eee ce 0.5 3308) 0.9 3.2 —1.1 Bi 42.4 48.1 4.3 
И ee se me a es —0.2 3.6 —0.1 3.5 47.6 48.2 4.3 
Italy 
т 0.5 4.8 2.8 4.9 2.0 57 615 6151 3.1 
В ts wats И —0.3 1.9 0.8 —1.7 —5.5 4.9 613 62 3.2 
О ое os —2.0 53 —1.5 3.9 701 ait 377 
Netherlands 
LOT Omar ae we Bom Cole es et 51 0.9 7.1 —2.2 10.3 55.9 66.6 1.4 
ПО eee ae Eee 0 4.0 —0.9 5.0 we 68.9 114.5 2.4 
ПО о ее aes 1.0 Sel —3.3 8.5 114.7 133.0 2.8 
Norway 
LOM ee, Cee oe os : 1.6 1.9 2.8 0.8 —3.0 6.8 12.5 19.5 le 
а 1.0 4.5 1.0 2.4 —0.6 4.0 12.2 20.8 1.3 
- : ae 14.8 DSS) 15 
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TaBLE 1.5 (concluded) 
Employment, labour productivity and unemployment 


A. Employment and output per person employed, man-hours worked and output per 
man-hour for the total economy and in manufacturing (Annual percentage changes) 


В. Unemployment Jevel (Thousand persons and percentages) 


2 Unem- 
A. Total economy А. Manufacturing ВЕ в 
meni 
(end >. 
бои Мап- Ошрш ans 
and Output Output al ? 
nee Employ- рег Employ- Per ones fae ee ga Me =. 
ment person ment person (labour hour age У о 
eniployed employed input)? worked labour 
force? 
Sweden 
ПО а 1.8 2.8 1.6 5) 15 Dek 36.5 44.5 1.1 
о 6 0.2 —0.8 —2.1 0.6 —4.6 3.2 59.6 73:6 1.9 
О phe Carma: а a 0.1 Pag —1.2 4.0 —5.0 8.2 69.0 Ii 1.9 
Switzerland 
UO Oe ca. ен ах 1.6 3.2 0.7 7-2 —0.3 8.3 — -- — 
LOT к аа > 1.0 2.8 —0.3 2.8 —1.6 4.2 — - — 
о а 0.6 4.2 —1.2 3.8 —2.7 5.4 — — — 
United Kingdom 
1970 —0.7 2.9 —0.3 1.6 —2.4 3.8 618.0 540.8 25 
1971 —1.7 3.4 —3.3 3.0 —6.5 6.5 1991 910.9 3.6 
1972 —4.1 7.4 —4.4 Van 885.5 781.6 3-1 


Sources: For output: United Nations, Yearbook of national accounts statistics; 
OECD, Naitlonal accounts of OECD countries, and corresponding questionnaires. 


For employment, unemployment and man-hours worked: national statistics. 


Nore. Sasic data for output of the tetal economy refer to GDP at constant market 
prices. For manufacturing the yearly changes in output before 1972 refer to national 
accounts data, based on the contribution of manufacturing to GDP, except for Ire- 
land, the Netherlands and Switzerland, where the output data are based on the short- 
Зет index of manufacturing production. The preliminary output figures for 1972 
used as a basis for this table are derived from such indices for all countries. 


The employment data for the total economy and manufacturing refer to all persons 
employed. For three countries, Finland, the Netherlands and Norway, national 


ment started to decline following, with the usual lag, the 
upturn in production. In the United Kingdom, for 
instance, unemployment reached a peak in the spring 
of 1972 with about 970,000 persons and fell to about 
780,000 persons by the end of the year when it still 
accounted for about 3 per cent of the labour force. 


In the other countries, the oscillations have been smaller 
and in most of them unemployment started to decline 
only in the second half of the year. However, during the 
year as well as at its end, registered unemployment 
measured as a proportion of the labour force, was in all 


series for equivalent man-years have been used. The employment data differ in many 
cases from the data on man-hours worked, which are commonly derived from indus- 
trial statistics which exclude small establishments. 


3 Man-hours refer to wage-earners only (for France also salary-earners). 


> The definition of unemployment varies between countries, so these percentages ~ 
cannot be used for inter-country comparisons. 


© Output for the whole economy refers to GNP instead of GDP. 

@ Manufacturing includes mining. 

€ Since June 1972, excluding certain categories of aged unemployed persons. 
7 October data. 


countries (except Ireland and Italy) less than in the United 
Kingdom. In Austria, the Federal Republic of Germany, 
France, Norway and Sweden, the level ranged between 
1 and 2 per cent of the labour force at the end of 1972. 
ihese are very low levels and a general policy of demand 
expansion may not be the best instrument for bringing 
about a further reduction. Probabiy, more suitable and 
selective policy measures need to be found for dealing 
with specific problems (of skills, regional problems, etc.). 
Unemploynient remained high at the end of 1972 in both 
ireland and in Italy where cyclical factors reinforced 
factors of a more structural nature. 


2. PRICES AND LABOUR COSTS 


(i) Price developments 


In 1972, prices in western Europe generally continued 
to rise as fast as they had done in 1971. This was both 
unexpected and disturbing. In the beginning of the year 
most countries expected a deceleration in 1972, although 
im many cases the expectation was only for a slight 
deceleration while in others it ‘таз subject to serious 
qualification.!> The acceleration was disturbing in that it 
occurred most strongly in the second half of the year to 
the accompaniment of the general recovery of economic 
growth. This recovery of output had of course been a 
major reason for expecting the rate of price increase to fall. 


The unweighted average increase of European GNP 
prices in 1972 was 7.2 per cent, compared with 7.2 per 
cent in 1971 and 6.4 per cent in 1970 (text-table below). 
There were particularly sharp increases in the rate of 
increase in Denmark and Austria, but significant falls 
only in Norway, the Federal Republic of Germany and 
the United Kingdom. 


Implicit price deflator of GNP (at market prices) 


(Annual percentage change) 


Country 1970 1971 1972 
Аа ее 4.4 5.4 ТУ 
Ооо о ЕЕ 5.0 5.8 4.8 
ела и о. 7.6 5.6 8.3 
ава. 5: . 5. 87 6.8 8.0 
етапсе. . Las eee ee ta 5.6 5.0 5.5 
Germany, Federal Republic of И Thi 6.1 
а, поте о tes 8.5 10.7 10.5 
aly coke ok 6 6.6 6.6 5.9 
Netherlands 53 7.8 9.5 
Norway” TE 6.0 4.4 
Sweden? 6.6 7.9 6.7 
Switzerland ae 5.0 9.1 9.3 
United Kingdom?. . . UP 9.0 6.3 
Wmited’States: ... . - «= > 5.5 4.7 3.0 


„боигсез: Аз for table 1.1 and OECD, Main Economic Indicators, April 1973. 
@ ‘GDP. 


The unweighted average rate of increase of consumer 
prices for the west European countries shown in table 2.1 
rose from 6.4 per cent in 1971 to 6.6 per cent in 1972. For 
ten of these countries the rate of increase accelerated, 
though somewhat marginally in Switzerland, the Nether- 
lands and France. In Ireland, where the rate of increase 
remained the highest of the countries listed, there was a 
marginal deceleration. There was a significant decel- 


15 See Economic Survey of Europe in 1971, part. П, р. 33. 


eration only in Sweden and the United Kingdom but in 
both the rate of increase still remained well above the 
average for the 1960s and, in the United Kingdom, above 
the west European average in 1972. Up to 1971 the rate 
of consumer price increase in Austria and Belgium had 
lagged considerably behind the European average, but 
in 1972 there was a sharp acceleration in both countries. 
Combined with smaller rates of increase in those countries 
where price inflation had been greatest in 1971 (United 
Kingdom, Ireland and Sweden, for example), this faster 
rate of increase in the smaller countries increased, still 
further the uniformity of national rates of price inflation 
in western Еигоре.16 


The United States’ experience contrasts strongly with 
the European. In 1972, consumer prices rose by 3.3 per 
cent, more or less in line with the (January 1972) expec- 
tations of the Council of Economic Advisers. This was 
almost half the peak rate of increase in 1970 and, more- 
over, was less than half the European average in 1972. 
This relatively lower rate of price inflation represents a 
return to the more “normal” pattern of the previous two 
decades when the rate of increase in the United States was 
always lower (in the early 1960s, considerably lower) 
than the average European rate.!’ In this longer per- 
spective the three years (1968-1970) when the United States 
rise was greater than the European appear to be excep- 
tional. 


The acceleration in the rate of price inflation in 1972 
was concentrated largely in the second half of the year. 
Generally the rate of increase in the first half of 1972 was 
still higher than the annual average for 1971, but there 
had been widespread signs of deceleration between the 
last quarter of 1971 and the second of 1972. The renewed 
upsurge appears to have occurred in the late spring and 
early summer of 1972. Whereas in the first two quarters 
of the year the rate of increase was decelerating in seven 
out of the thirteen European countries in table 2.1, in the 
last two quarters the rate was accelerating in all but three. 
The average rate of increase rose from 6.4 per cent in the 


16 The coefficient of variation of increases in the index of consumer 
prices for the European countries in table 2.1 has fallen continuously 
from 0.58 in 1968 to only 0.14 in 1972. However, much of the 
present inter-country variation in rates of inflation is probably 
within the margin of error of any comparison of the national price 
indexes. These indexes differ quite considerably from country to 
country both as to the number and type of products included and 
in the scope, definitions and coverage of the family budget enquiries 
on which the weighting is based. The French and Italian indexes, 
for example, refer to less than 300 items while that for the Federal 
Republic of Germany covers about 900. 

17 Comparable data going back to 1954 are given in the Economic 
Survey of Europe in 1970, part II, table 13. 


14 Western Europe 
АН 
TABLE 2.1 


Quarterly and annual changes in consumer and producer prices, 1970-1972 
(Percentage change over corresponding period of previous year) 
A = Consumer prices B = Producer prices (industrial goods) 


1971 1972 


1971 1972? 
Country 1970 ; I Ш ти 1 il Ш Iv? 
Е ры et re ee И 
Austria 
A edn Все 4.4 4.3 4.4 5.0 5.0 4.7 5 6.0 6.3 7.4 6.3 
Bat gas. ews 4.5 5.0 5.8 6.3 5.9 5.7 5.4 Sul 4.3 4.9 4.6 
Belgium 
ING he OS 3.9 95 3.9 4.6 5.4 4.3 5.2 5.0 SPS 6.1 55 
Bee ae eae 6.2 1.3 1.3 0.9 0.7 is 3.6 3.7 3.4 3.2 es 
Denmark 
Ac tee aey aes 6.5 6.0 6.7 5.2 5.5 5.9 6.4 6.4 6.5 7.0 6.5 
ВИ. ae: ан 6.5 a WG) 5.2 5.5 3.9 6.2 72 6.3 TF 6.9 
Finland 
у pe goers 2.8 3.8 5.8 7.8 8.6 6.5 6.8 7 7.0 Hed ee. 
Be ee ЭВ 3.3 4.1 5.4 6.7 4.9 723 8.6 9.6 Те» 9.4 
France 
ING sn bee RS LOR 5.5 4.9 52 5.6 5 5.6 НЙ 5S 6.1 6.8 5.8 
Bae > Wes 0.4 1.0 3.0 4.1 Dal 3.5 3.4 4.2 Tel 4.6 
Germany, Fed. Rep. of 
APSA аи 3.8 4.2 4.9 5.6 5.8 52 5.5 5:2 5.8 6.4 5.8 
Ве о 5.9 4.9 5.1 4.9 3.3 4.7 2.7 27 3.0 4.1 32 
Ireland 
ASE eee che 8.2 10.0 8.5 8.8 8.6 8.9 9.3 8.0 8.9 8.2 8.7 
Bee Ес 5.8 5.2 5.8 5-7 6.4 5.8 6.3 5.4 7.0 
Italy 
я 4.9 5.0 4.8 4.8 4.8 50 4.8 5.0 6.0 dae 5.6 
В 11.2 2.0 1.2 1.9 1.9 1.7 Zot 22 Dey 4.0 2.7 
Netherlands 
АЕ 4.4 6.6 7.7 7.6 8.5 7.6 8.1 8.0 7.2 7.9 7.8 
Ви бло а 4.6 4.5 4.5 3.3 2:7 Sel 2.3 22 4.2 4.5 а 
Norway 
В 10.6 died, 6.7 5.8 5.4 6.2 1 1 7.9 Vist 7 
Bear ae ae 6.8 —0.5 —0.5 0.5 0.5 = 2.4 2.6 2.8 4.7 sil 
Sweden 
A seeks ete р 7.0 8.8 6.7 7.0 7.3 Иа 5.0 6.5 6.4 5.8 5.9 
Вы И 229 1.6 Dall РЯ DE 4.3 4.8 4.4 5.7 4.8 
Switzerland 
a oP oe cs, Me oe 3.6 6.2 6.8 6.7 6.6 6.6 6.6 6.5 6.6 7.0 6.7 
Boe oe п. 4.1 2.1 DS Deal Das 7) 2.8 2.6 3.7 55 3.6 
United Kingdom 
a Salty Persie ics was 6.4 a6 9.8 10.1 9.2 9.4 И 6.2 6.5 US Tek 
et ee ТЕ 6.6 | 8.3 8.3 8.2 6.5 7.8 5.3 4.5 4.8 6.4 S33 
United States 
А A 5.9 4.9 4.4 4.3 3.5 4.3 3.5 a2 эт 3.4 33 
| В Е 3.6 2.6 3.3 Sh 27 2.8 3.0 2.6 3.6 3.6 32 
Sources: National statistics and OECD, Main Economic Indicators, ем пит Аа ы 7 


a as = 
к Value-added-tax excluded. 4 General wholesale price index. 
Home market goods, ? Provisional. 
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TABLE 2.2 
4 Consumer food prices, change over previous year or corresponding period 
(Percentages) 
А TL A OD ee de ee 
| Country 1970 1971 1972 de: 
I п Ш ти 
ae ое В. 4.1 3.9 6.1 4.6 5.4 6.0 ИТ 
Аа 3 3.9 9.0 57 8.8 8.5 10.0 
о ею 5.8 6.5 ТИ 6.9 Up 7.9 8.8 
Germany, Federal Republic of 2.9 3.8 6.2 Sil 4.8 6.5 7.9 
| ae EET EMG BRN or ere. 7.6 7.4 11.8 11.3 10.8 13.7 1 16 
| ly а ae 4.3 4.4 6.7¢ 4.5 52 78 8.34 
a GHATS ae их. 4.0 4.0 6.4 6.6 6.4 Si 7.2 
2 у fon cascade clin «stich xs 12.6 6.3 7.0 5.4 6.6 7.8 7.3 
lee ats agente ВА 8.1 9.4 7 3 8.8 7.6 7.0 
nited Sone SES ga ee 5.9 9.3 7.4 8.7 5.9 ee 8.0 
КО Эа”... 55 3.0 4.3 4.8 5 4.0 5.0 
ана осы Del 1.1 6.7 6.5 5.5 7.0 7.9 


Source: OECD, Мат Economic Indicators, February 1973. 
Ls Excluding tobacco. 
> Excluding beverages and tobacco. 


first quarter to 7.1 in the fourth, with relatively little inter- 
country variation in both. In the United States the rate 
of price inflation fell between the first and third quarters, 
but in the fourth quarter it was again rising at the same 
rate as at the beginning of the year; nevertheless the rate 
of increase still remained at less than half the west Euro- 
pean average. 


The reasons for this renewed upsurge of price inflation 
at the start of the cyclical upturn are unclear, although a 
number of special factors have been operating in 1972. 
One important factor affecting the acceleration of prices 
in 1972 was the sharp rise in world food prices, parti- 
cularly for meat, grains and feeding stuffs. The main 
reason for these increases was severe supply shortages due 
largely to bad weather in many parts of the world; poor 
grain harvests led to heavy demand from the Soviet Union, 
China and a number of other countries not normally 
heavy buyers on the world market. Meat supplies were 
also affected by bad weather and by very sharp increases 
in feed prices,18 but in this case less transient factors were 
present: a persistent tendency for world supply to lag 
behind a growing and high income-elastic demand, while 
in Europe shortages have been made worse by certain 
forms of agricultural protection.!9 


18 Maize harvests were generally poor and the price of fishmeal, 
an important source of animal feed, has risen sharply because the 
Humboldt current has been submerged by a warm current thus 
driving the anchovy shoals away from the Peruvian fishing grounds. 

19 For example, the European Economic Community in recent 
years has subsidized the slaughter of cows in order to avoid further 
additions to the surplus stock of butter (about 350,000 tons) that 
had accumulated by the end of the 1960s. The butter stock fell, 
but so did the production of beef cattle. By the end of 1972 the 
butter surplus had again reached 300,000 tons. A major problem is 
therefore whether this can again be reduced without at the same 
time reducing beef supplies still further (beyond the immediate 
short run). 


© January-November. 
а October-November. 


For the European countries in table 2.2 the increase 
in consumer food prices rose from an average of about 
6 per cent in 1971 to about 7.5 per cent in 1972. The 
acceleration persisted throughout the year with food 
prices in the last quarter of 1972 standing more than 8 per 
cent higher than in the same period of 1971. In 1972 food 
prices rose faster than the total consumer price index in all 
countries in table 2.2 except Austria, the Netherlands and 
Norway; and in the last quarter of the year Austria 
ceased to be an exception. There was a similar pattern in 
North America. 


Estimates of the proportionate contribution of the 
increase in food prices to the over-all rise in consumer 
prices are shown for a selected number of countries in 
table 2.3. This contribution has increased, on average for 
the countries listed, from about one-third in 1971 to about 
40 per cent in 1972; and generally, the contribution was 
higher at the end of 1972 than at the beginning. However, 
except in North America, food is the largest single 
component of consumers’ expenditure, so its contribution 
to the over-all price rise is inevitably important. But even 
when the contribution of food to the total price rise is 
compared with its weight in the consumer price index, 
it is still seen to have been disproportionately large in 
1972, and particularly so in the last two quarters.” 


Thus food prices have played an important part in the 
upward twist of price inflation in 1972. This is not to 
argue that they are entirely responsible or that other fac- 
tors are unimportant; but in the past food prices in most 
countries have tended to have a braking influence on the 
over-all rate of price increase insofar as their contribution 
to the over-all rise has usually been less than the weight 
of food in the index. 


20 Food also contributed disproportionately to the rise in consumer 
prices in Sweden between December 1971 and September 1972. 
National Institute of Economic Research, The Swedish Economy, 
Autumn 1972, Stockholm 1972, p. 47. 


This tendency (for the contribution to the price rise to 
be less than the component’s weight) has always been a 
much stronger characteristic of goods prices, but it was 
previously observed! that an unusual feature of inflation 
in both 1970 and 1971 was the abrupt rise in manufactured 
goods prices (in table 2.3, for example, the contribution of 
goods to the over-all price rise was greater than their 
expenditure weight in the Federal Republic of Germany, 
Italy and the Netherlands). In 1972 the relative contri- 
bution of goods returned to the more “normal” pattern. 
The tendency for services to contribute disproportionately 
to the rise in prices is well known and arises from the 


21 Economic Survey of Europe in 1970, part П, pp. 35-36. 


generally lower growth of productivity in sheltered service 
sectors in economies where the dispersion of sectoral wage 
increases is generally much less than that of productivity 
changes. Some illustration of the upward pressure of 
food prices on over-all prices is therefore given by the 
fact that by the end of 1972 its disproportionate contri- 
bution to the total price rise was even larger than that of 
services in France, the Federal Republic of Germany and 
in North America. Thus, although services account for 
a major proportion of the longer-run rise in prices, there 
does not appear to have been any marked increase in their 
contribution during the current period of accelerated 
inflation (i.e. since 1969). Instead the current inflation 
has been marked by an exceptional rise in goods prices 
(1970 and 1971) succeeded by an exceptional rise in food 
prices (1972). 


TABLE 2.3 
Contribution of main components to rise in total consumer prices 
(Percentages ) 
о se ee eee ee eee eee 
Weight 1972 
Country in total 1969 1970 1971 1972 
ese I ИП Ш IV 
France 
Food" . Е УП. See 45.1 42.8 47.2 50.9 53.5 5257 56.2 55.4 55.9 
а в 40.0 34.8 26.3 28.0 BAS, 29.0 26.8 26.9 26.8 
Rent Te ee 52 10.4 10.2 7.0 О 6.7 6.4 6.7 6.3 
SCLVICCS вы ое ances 9.7 12.0 16.3 14.1 11.6 11.6 10.6 11.0 11.0 
Germany, Fed. Rep. of 
Ae aio: Hos eee 36.1 35.8 DD 24.5 35.4 29.9 31.0 37.0 41.4 
OOS soe с 35.4 38.2 36.1 36.3 29.0 30.9 31.4 27.8 26.9 
Rent т 11.1 10.9 15.7 16.1 14.1 15-2 15.3 13.6 12.4 
о о мови 17.4 15.0 23.0 Dont 25 235 РЗ 201 19.2 
Italy 
sis a es ee Sas ee 45.8 47.2 38.8 36.4 48.0° 40.9 44.9 52.4 49.24 
ОО keen eee 31.6 15.6 331 34.3 ene 29.8 25.0 19.7 19.24 
та Apes ws 5.4 9.4 6.8 41 4.1¢ 4.1 4.3 44 3.84 
ervices?, ... 17.2 27.8 p13 25.2 26.2¢ 25.2 25.8 23.5 27.94 
Netherlands 
е 
fae a ee ee Це 37.0 34.4 Sy 19.1 28.0 28.1 26.9 26.7 30.8 
er Soe ate Е 92.2 29.3 26.4 36.6 25.9 26.0 27.4 26.3 24.3 
ae а 9.3 9.2 11.9 PAN 1, 9.6 У! ИТ ТИ 
И peo (de а аа 2.5 2 29.1 922 34.9 36.3 34.1 34.2 33.8 
United Kingdom 
ee Gate 45.9 55.4 42.8 44.6 47.0 48.6 43.0 49.3 46.4 
= Me re 34.9 DOES) 31.7 30.1 27.0 28.8 30.1 Dyes 24.1 
Boh . eae Sap 10.4 8.2 13.0 10.8 16.1 12.0 16.7 16.2 19.6 
С Napanee eee, ue 8.8 10.9 2.5 14.6 9.9 10.6 10.2 9.2 10.0 
United States 
Food = Мл 25) 0 20.4 > 5 = 
: у 22 20. 20.5 15.0 28.5 28.8 24.0 28.3 
т aad 42.0 31.4 213 34.6 26.2 24.5 25.9 Е 5 та 
ни Sai en Se 5.5 3.0 3.5 Ne Srl 4.9 5.2 “5 1 5.2 
я ; } 4 5.2 Se : 
COS meas Ue een 30.5 45.1 48.7 15.1 40.3 41.9 44.9 39.1 35.4 


Source: OECD, Consumer Pr ices (3 5 
Sree ct ice Indices (supplement to Main Economic Indicators), 


Nore. Component contributions may not add to 100 due to rounding 
а Tobacco included in ‘*Goods’’. 
> Restaurant meals included in ‘‘Services’’. 


с January-November. 
а October-November, 
© Restaurant meals excluded from consumer price index 


¢ Drink and tobacco included in “Сооа$”. 
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Prices and labour costs 
> 


In the current inflation, however, the importance of 
food prices goes beyond their relative contribution to the 
over-all rate of price rise. They are perhaps the most 
“visible” and most quickly perceived of price changes. In 
those countries which are attempting to reduce current 


_ rates of inflation by means of prices and incomes controls, 


the persistent rise of food prices is threatening to under- 


mine the trade union and public support on which the ° 


success of such policies ultimately depends. In the United 
Kingdom and the United States, the respective Govern- 
ments have so far rejected suggestions to control or sub- 
sidize food prices, mainly on grounds of impracticability. 
Although food prices have been “frozen” in Austria and 
Sweden, the main policy responses have been the reduc- 
tion of import duties or levies on certain foodstuffs (on 
meat for example, in the European Economic Commu- 
nity and in the United States) and the reduction of actual 
or proposed rates of value-added-tax on food (for exam- 
ple, in France? and Italy). In the United States, in addi- 
tion to the relaxation of import regulations, acreage allo- 
cations have been increased for wheat and other staple 
food crops. However, since the immediate problems are 
essentially ones of supply, which can only be improved 
with the usual time-lags, the present prospect is probably 
for food prices to continue to rise until well into 1973. 


Although food prices have played a major role in the 
upsurge of prices in many countries in 1972, other factors 
have also been important, some of which have had per- 
haps as great a psychological impact as food prices on 


22 In January 1973 there was no increase in the cost-of-living 
index, a fall in manufactured goods prices being offset by a rise in 
service prices; there was no change in food prices. Although the 
VAT rate on beef meat was 7 per cent, its price declined by 3 per 
cent. Without the cut in VAT rates it is officially estimated that the 
rise in the over-all index would have been 0.8 per cent. 


(ii) Wages and 


Table 2.4 contains data on quarterly and annual 
changes in average hourly earnings in manufacturing. For 
those countries for which the relevant data are available, 
there was a general slowing down of the rate of increase 
in average hourly earnings in soney terms in 1972. ‘The 
deceleration, which began in the second half of 1971, 
continued throughout 1972 (although with some inter- 
ruption in the second quarter). The rate of increase of 
hourly earnings in 1972 was lower than in 1971 in most 
countries except Belgium, Sweden and the United King- 
dom. However, the difference in the annual change as 
between 1972 and 1971 is relatively marginal in some 
countries, such as France and Finland. The acceleration 
of hourly earnings in Sweden in 1972 probably reflects 
a certain degree of “catching up” after a relatively small 
rise in real hourly earnings in 1971; but it was also 
influenced by a reduction in the official working week 
from 42.5 to 40 hours. The higher rate of increase о! 
money earnings in the United Kingdom in 1972 also 
followed a very small rise in real earnings in 1971; but 
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inflationary expectations and on the willingness to accept 
wage restraint. A notable example is the housing market 
in the United Kingdom where the price of a new house 
rose on average by nearly 50 per cent in 1972; housing 
problems are of course widespread among the industrial 
countries and the contribution of “rent” to the rise in 
consumer prices is generally much greater than its impor- 
tance in the index. However, in the United Kingdom the 
rise in the disproportionate contribution of “rent” in 1972 
was much greater than in the other countries in table 2.3. 
Also in some countries there were increases in public 
service charges (although in several countries these were 
frozen during the year). 


Another special factor in 1972 may have been the 
relaxation of price controls in the latter part of 1971 and 
early 1972, many of which were re-imposed in one form 
or another in the latter half of the year. This relaxation 
may explain the acceleration of producer prices of indus- 
trial goods through 1972. In 1972, for the European 
countries in table 2.1, excluding Ireland, they rose on 
average by 4.6 per cent compared with 3.3 per cent in 1971. 
The acceleration continued through the year rising from 
4.0 per cent in the first quarter to 5.8 per cent in the fourth. 
Unlike 1970, producer prices rose everywhere except in 
Denmark and Finland by less than the rise in consumer 
prices. It is upon producer prices of industrial goods that 
price freezes or restraints usually operate most directly; 
but in general, experience suggests that the relaxation of 
control usually leads to a sharp recovery in the rate of 
price increase. Norway, for example, implemented price 
control for eleven months between December 1970 and 
November 1971, reducing the rise in manufactures’ prices 
to 3.1 per cent compared with 7.4 per cent for the eleven 
months January to December 1970, when prices were 
free; but in the twelve months following the end of price 
control, the price rise was again 7.3 per cent. 


unit labour costs 


the sharp rise in the last quarter probably reflects to 
some extent anticipation of a prices and incomes freeze 
when it became increasingly clear throughout the summer 
that agreement on voluntary restraint would not be 
reached. 


The deceleration in real hourly earnings in 1972 was 
generally somewhat sharper than for money earnings, 
though as noted above there was a recovery where the 
real increase had been small in 1971 (Sweden and the 
United Kingdom). On average (11 countries, excluding 
Ireland and Switzerland) real earnings rose by some 4.7 
per cent in 1972. 


However, in all countries, with the possible exception 
of Norway, productivity in 1972 was rising at a faster 
rate than in 1971 so that there was a general decline in the 
rate of increase of unit Jabour costs. In 1970 and to a 
lesser extent in 1971, unit costs tended to rise faster in 

ifacturing industry than in the economy as a whole. 
are very incomplete (table 2.5) 
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TABLE 2.4 
Quarterly and annual changes, in money and real terms, of average hourly earnings in manufacturing, 1970-1972 
(Percentage change over corresponding period of previous year) 


A = Change in money terms 
В = Change in real terms @ 


will 1971 О. ee 
Country 1970 И р ee Te I п ш Iv? 
er ee ee ge Oe ee ee 
AustriaP¢ 
ARON > 9.4 9.8 17.4 10.9 1527) 13.6 Aes 10.1 12.6 15.6 11.5 
Во 4.8 5.3 12.5 5.6 10.2 8.5 ier 3.9 5.9 7.6 4.9 
Belgium 
Ав, Зо. ATES) MES 12.9 12.0 12.6 123 11.9 12.9 14.1 14.5 13.4 
В con ЗСО. 7.3 el 8.7 Wes 6.8 Tel! 6.4 = 8.2 7.9 5:5 
Denmark 
Ae ef ea tas 10.8 14.6 15.6 16.3 13.8 15.1 14.3 ШТ 10.6 11.0 12.1 
Ве ь 4.0 8.1 8.3 10.6 7.9 8.7 7.4 5.9 3.8 87 5.3 
Finland 
ое ak Е ВЕ 10.4 10.8 14.2 16.4 7.1 14.7 12.5 16.6 13.6 ре 13.4 
В. 7.4 6-7 7.9 8.0 7.8 UA 5.3 8.3 6.2 3:7 5.8 
France4 
RED Ре. (2.4 — 10.2 — — 12.3 — 11.2 — 11.9 — ее — ee 
Be ee Аа 6.3 — 49 —— —— 6.1 — 5.4 — 6.0 — — 45 — 4.9 
Germany, Fed. Rep. of 
A er ay Mate erin 13.6 12.9 ED 11.3 7.9 11.0 8.5 9.3 8.6 8.6 8.8 
В т ae 9.4 8.3 7.0 5.4 2.0 ES) 2.8 3.9 2.6 2.1 2.8 
freland 
A ee tan ee 16.1 ТО 16.9 14.5 13.7 16.1 15:7 14.7 13.9 
В. И.Э 8.8 Thal ee 4.7 6.6 5.9 6.2 4.6 
Italy 
Nai Bilin tials Ee 23.9 17.3 16.4 16.3 14.4 16.0 8.1° ips т ее 9.32 
Bie ee 18.1 ИЛ) УТ. 11.0 9.2 10.5 Sal 2.7 Si 4.2 aS 
Netherlands! 
А. 12.2 i= 15 АО ое ae IDS 13:55 
Ваал. US — 75 — —— 65 — 6.9 — 5.6 — — 48 — 5.3 
Norway 
(AT Eee Ad с 12.0 16.2 15.2 10.5 9.3 12.6 9.3 8.2 8.9 8.8 8.9 
Ва аа: hes) 8.4 8.0 4.4 9.7 6.0 3.0 1.0 0.9 1.0 1.6 
Sweden® 
а Я 12.4 92 10.8 10.7 10.8 11.2 ier 10.7 10.7 12 
Е Ba) 3.3 2.3 3.6 5.2 3:2 5.9 Sins! 4.0 4.6 5.0 
Switzerland& 
(A ae POSS 6.4 9.8 9.9 9.7 9.0 9.6 9.1 9 8.7 8.5 8.8 
Вх 2.7 3.4 2.9 2.8 73) 2.8 23 Pe) 2.0 1.4 2.0 
United Kingdom 
Ce wee ee 12.6 13.6 12.0 10.8 9.3 eS 10.07 Weg) 127 14.8 
о Redes, wee 5.8 4.6 2.0 0.6 0.1 7 1.9 Sy? 5.8 6.6 
Sources: National statistics. о Е eee 
< Change in money terms deflated by change in consumer prices. ’ Hourly wage rates in industry and construction. According to the wage and 
» Monthly earnings. salary survey, real hourly earnings in October 1972 were 3.4 per cent higher than in 


October 1971. (Previous year 5.4 per cent.) Source: Bundesamt fiir Industrie, Gewerbe 
und Arbeit, press release of 15 May 1973. 


^ Based on two months (January and March). 
? Provisional. 


с Includes mining. 
а March and September surveys. Including construction. 
« Hourly wage rates. 
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TABLE 2.5 


Changes in unit labour costs 


(Annual percentage change) 


ee eee are ae 


Country 

1970 
‘Austria? > ee eee а 1.3 
Вело "veneer ee 09 6.0 
Denmarkee eee we ат 10.3 
Pinlgnd is ив bo ee oe 4.6 
TaN COME Ny т И о 6.66 
Germany, Federal Republic of Е 
а. 12.4 
а о и. 10.8 
ЕО са основа 7.0 
а. 73 
Е г. 6.7 
Switzerland ...... би 
United Kingdom ........ 9.0 


Sources: National statistics. 
* Manufacturing includes mining. 
> Based on “‘net salaries’’. 


Total economy 


Manufacturing only 


1971 1972? 1970 1971 1972? 
9.2 6.7 42 9.0 6.6 
10.4 7.5 6.5 8.9 
10.1 7.4 53 a 
10.7 19 4.1 10.2 
646 6.06 6.06 17446 
10.4 6.5 13.3 7.9 8.5 
11.5 10.99 117 9.7 i. 
132 Vide eet as 13.8 9.4 
9.5 7.6 4.9 8.5 
10.1 7.4 9.1 10.4 
10.8 6.8 4.9 9.2 
9.4 Ве 18 7.0 


< Based оп compensation of employees in private non-agricultural enterprises, 


8 Based on compensation of non-agricultural employees. 


> Provisional. 


it is not possible to confirm whether this tendency has 
been reversed; but given that the rise in productivity in 
manufacturing is likely to be relatively large at this stage 
of the cycle, it seems most probable that manufacturing 
industry is no longer at the centre of the current inflation. 
The deceleration in the rise of unit labour costs for the 
economy as a whole was generally quite sharp, the average 
rate of increase declining by about one-quarter—in 
Italy, the Federal Republic of Germany and Sweden the 
rate fell by one-third or more, although in France the 
decline was marginal. Since in most countries the increase 
in average prices actually accelerated, these movements 
in unit costs imply a general recovery of profits in 1972. 


It was noted above that the tendency for the prices of 
services to rise faster than goods prices was due to the 
fact that, ceteris paribus, wage differences between sectors 
were generally much smaller than productivity differences. 


One reason for the inter-industry variance of wage and 
salary increases being lower than the variance of changes 
in productivity is the pressure exerted by trade unions to 
maintain “traditional” pay differentials as between diffe- 
rent occupations and industries; another, and in many 
cases possibly the more important reason, is simply the 
market pressure on employers to pay competitive wages. 
Following a disturbance to the traditional pattern of 
relative pay, such as a large pay increase in the leading 
manufacturing sectors due to rises in productivity and/or 
world prices, one should expect an immediate rise in the 
variance in the indexes of relative pay rises which gradually 
returns to some normal variance as the other wage groups 
restore their relative position (and in so doing raise the 


general price levei).23 Tabie 2.6 shows the variability of 
changes in the indexes for wage rates in the Federal 
Republic of Germany and in the United Kingdom. (Since 
earnings are affected by short-run changes in overtime 
and piece-work earnings, the main interest here is in wage 
rates determined by collective bargaining.) By the 
beginning of the third quarter of 1972 the standard 
deviation 24 of wage-rate increases in the Federal Republic 
of Germany had fallen considerably from the level of late 
1970 and early 1971, although remaining higher than 1968 
and 1969.25 In the United Kingdom, on the other hand, 
the pressure to restore wage differentials must be regarded 
as remaining considerably stronger since the variance of 
increases was actually higher in 1972 than in previous 
years of the current inflation. Some difficulties in making 
the current prices and incomes policy effective in the 
United Kingdom could therefore arise from its being 
applied at a time when the “traditional” pattern of pay 
differentials was still considerably disturbed. 


23 For an example of a dynamic, sectoral model used to explain 
changes in the over-all price level via differential productivity 
movements, see Gésta Edgren, Karl-Olof Faxén, Clas Erik-Odhner, 
“Wages growth and the distribution of income”, The Swedish 
Journal of Economics, vol. LXXI, No. 3. 


24 The standard deviation of sectoral wage increases, rather than 
their coefficient of variation, is used here on the assumption that 
trade unions and their members perceive wage differentials in terms 
of absolute rather than proportional differences. 


25 For more monthly rates see Economic Survey of Europe in 1970, 
part II, р. 51 and Economic Survey of Europe in 1971, part. П, р. 34. 
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TABLE 2.6 
Variability of increases in wage rates in the Federal Republic of Germany and the United Kingdom 


Germany, Federal Republic of* 
RRS SOS SC a 


Mean*® 
1968 
ЕЕ пан eae ве 114.0 
July fee een epee. ces 1191 
1969 
Запаару ces aay. 120.9 
July! еб is pene 125.0 
1970 
ИЕ а а оо ees Coes 1332 
УЕ eeu so. cae о = 144.1 
1971 
ТЕМЕ ооо вая ee 155.0 
Vly ety cnet Orta ere 163.8 
1972 
January cee ee 169.7 
а econ foam ea 177.8 
(О сообое 178.9 
О оо © а а ба 


United Ктя4от? 


Standard deviation Меап® Standard deviation 
т 112.2 3.4 
2.6 114.2 Del 
3.4 117.6 eT, 
2.8 119.4 3.8 
3.8 124.4 6.2 
5.4 192.7 6.4 
8.4 145.9 6.9 
4.6 152.6 10.1 
5 163.5 11.9 
4.8 172.0 №277 
4.4 178.2 11.8 

179.0 Я 


a т ——д——дДд—ди—————ы—— 


Sources: Federal Republic of Germany: Wirtschaft und Statistik; United Kingdom: Department of Employment Gazette. 
а Mining, 12 manufacturing branches and construction. АП employees. 

> All industries and services (18 sectors), Manual workers only, 

© Unweighted arithmetic mean of sector indexes, 1963-1967 = 100, 


(iii) Policies for prices and incomes 


In the second half of 1972 there was increasing resort 
to direct measures for the control of increases in prices 
and incomes, although the specific nature of controls and 
the intensiveness of their use relative to monetary policy 
and other measures varies considerably between countries. 
Italy and the Federal Republic of Germany continue to 
do very little in this direction, relying more on monetary 
and fiscal policies. However, many countries which had 
previously relaxed controls in 1971 or early 1972 were 
re-introducing them by late 1972 or early 1973 (see 
below). In Switzerland, where direct controls on prices 
and wages have never been introduced (nor are they 
contemplated at present), a system of prior notification of 
price increases was introduced for certain sectors. In the 
United Kingdom, where in 1970 most of the machinery 
for an active prices and incomes policy was being dis- 
mantled, a price freeze was imposed in November 1972 
while proposals for perhaps the most far-reaching control 
of prices and incomes since the war were being drawn up. 
In the United States mandatory controls were replaced 
by a voluntary system of compliance with the stated 
criteria for wage and price increases, but it remains to be 
seen whether this signifies a diminution of effective 
restraint. 


One source of policy variation among countries is still 
the extent to which they emphasize control on prices or 


incomes or both. Simultaneous control, whether manda- 
tory or voluntary, is the rule in Austria, Ireland, the 
United Kingdom and the United States, for example. 
But elsewhere controls are confined to or are relatively 
more severe оп prices, reflecting to some extent the view 
that it is rising prices that provoke higher wage demands 
(Netherlands, Sweden, Finland, for example). An impor- 
tant consideration in re-introducing or intensifying price 
control in several countries has been the introduction 
(actual or imminent) of value-added-tax. In addition to 
prices and incomes policies, and a tightening of monetary 
policy, some countries have reduced tariffs or otherwise 
liberalized imports (notably for foodstuffs and parti- 
cularly for meat). 


Although policies against inflation are being formulated 
and implemented essentially at the national level, the past 
year has witnessed a more explicit awareness of the 
importance of co-ordinating national policies in order to 
secure simultaneous and mutually supporting action 
against inflation.2* The Commission of the EEC has 
suggested an anti-inflation strategy to member countries 
which, in addition to norms for the growth of public 


2 This is illustrated by the Resolution of the Council of the 
European Communities of 31 October 1972 and by the Recommen- 
dation of the Council of the OECD of 12 December 1972. 


Prices and labour costs 


expenditure and of the money supply, includes import 
liberalization, the stabilization of agricultural prices, a 
more vigorous enforcement of competition policies, and 
a greater degree of consumer protection. In J anuary 1973 
the Commission asked members to reduce the Common 
External Tariff on consumer goods by 20 per cent for 
six months?’ and, more importantly, to increase imports 
of manufactures from developing countries under the 
General Scheme of Preferences, but so far there has been 
no agreement to implement either of these proposals. 


In Austria there was a sharp acceleration in the rate 
of price inflation, despite trade union restraint in the 1972 
wage rounds and the continued close co-operation of 
trade unions and employers in the Parity Commission. 
In November publicly controlled prices were frozen and 
tariff cuts, due in April 1973 as a result of Austria’s 
association agreement with the EEC, were brought 
forward to October 1972. A six-month period of “extreme 
restraint” on wages and prices came into force at the 
beginning of December 1972 after the adoption of a 
comprehensive anti-inflation programme by Government, 
industry and labour. The essence of the voluntary agree- 
ment is to keep the wage-price spiral under control during 
the introduction of the VAT (in January 1973). The two 
sides of industry are committed to co-operation within 
the Parity Commission on Wages and Prices; the unions 
have promised to restrict wage claims at the company level 
and not to initiate new wage demands before current 
collective agreements have expired. The Chamber of the 
Economy will not support claims for price increases 
which exceed the adjustments justified by the change- 
over to VAT and individual companies will have to 
submit detailed calculations when requesting price rises. 
Legislation has been adopted which subjects enterprises 
to fines if they do not reduce prices or if they raise them 
excessively upon the adjustment from turnover tax to 
VAT. 


In Belgium the main form of price control has been 
prior notification of price increases and this was continued, 
with some relaxation in April 1972. There is no formal 
control over incomes but tripartite discussions on pay 
continue to take place in the centralized consultative 
commissions. In February 1973 the Minister for Economic 
Affairs proposed the renewal of the obligation on all 
companies to notify price rises to the Government and to 
submit their records to closer scrutiny; also included in a 
series of anti-inflation proposals was a 90-day freeze on 
all public service charges. 

In January 1973 Luxembourg, within the framework 


of its anti-inflationary policy, introduced a freeze on 
certain products (foodstuffs, household items, textiles and 


27 This proposal, whether or not it is accepted, is unlikely to have 
much impact on prices since the Common External Tariff on such 
goods is now only about 6 per cent. Generally speaking, import 
liberalization cannot be expected to contribute to a significant 
reduction of price inflation if exceptions are always made for those 
relatively low-productivity, labour-intensive sectors, such as textiles, 
which are most sensitive to competition from foreign producers. 
This suggests the prior need for more active policies to increase 
resource mobility between occupations and regions in order to 
achieve a more optimal use of existing resources. 


building materials) until the end of March. Beef and 
pork prices had been frozen a short while before. 


In France price controls were relaxed somewhat in 
March 1972: enterprises with less than 20 employees were 
allowed to price freely and there was some liberalization 
of the terms of the contrats anti-hausses. With accelerating 
inflation in the summer, bank credit was sharply restricted 
and a four-point plan against inflation introduced in 
August: a freeze on prices of goods and services of 
State-owned enterprises, to last until 31 March 1973; 
stringent enforcement of existing price agreements: 
measures to improve food supplies; and a proposal for 
co-ordinated action with other EEC members. In Decem- 
ber further action included the reduction of VAT rates 
for six months (VAT suspended completely on beef; 
ordinary rates reduced from 23 to 20 per cent; reduced 
rates from 7.5 to 7 per cent). The private sector was 
recommended to follow the contractual policy of the 
public sector, namely that the rise in wages should not 
exceed 7 per cent in 1973. The French authorities do not 
envisage a compulsory wages policy. 


Ireland has continued to apply price controls simultane- 
ously with wage restraint. In July 1972 a new wage 
agreement was reached providing for wage increases in 
two phases. Phase 1, to last for twelve months, provides 
for a 9 per cent increase on the first £30 of basic weekly 
pay, 7.5 per cent on the next £10 and 4 per cent on the 
remainder. Phase 2 applies to the succeeding six months 
and provides for a 4 per cent increase plus 16 pence per 
week for each point by which the rise in the consumer 
price index is more than 4 per cent above the year covered 
by Phase 1. Wage increases which exceed these criteria 
will not be allowed by the National Prices Commission to 
be passed on in higher prices. A close watch on prices 
during the introduction of VAT has been ordered. 


In the Netherlands prices and incomes policies had been 
discontinued in the summer of 1971; but with the resur- 
gence of price inflation, price control was re-introduced. 
A system of compulsory registration of price increases 
was established (with effect from 1 November), mainly to 
allay trade union fears that prices might rise sharply 
before the beginning of 1973 when an agreement limiting 
wage increases was due to take effect. But in the same 
month, and with continuing price acceleration, this 
system was replaced by a price control order requiring 
Ministerial approval for all price increases. The order 
has retroactive effect from 15 August 1972 and stipulates 
that only cost increases, including wages, may be taken 
into account when proposing an increase in prices. Price 
increases are to be limited to 8 per cent in the industrial 
sector and 2 per cent in the services sector. 


Norway, faced with accelerating price increases, 
imposed a general price freeze in September 1972, but 
in December it was decided to lift the freeze as from 
1 January 1973. This reflects the Government’s view that 
the general stabilization measures adopted will gradually 
exert their influence on the price level, but it is still 
thought that temporary measures may be required to act 
directly on price increases. At the same time the Govern- 
ment re-introduced the price notifications system tha’ 


was established when the previous freeze ended in 
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autumn 1971. This requires major firms to notify the 
Price Directorate of any proposed increase in prices, and 
no increase is allowed until at least one month after the 
initial notification. Firms which are price-leaders will 
not be able to increase their profit margins above the 
level at end-December 1972. The authorities also retain 
powers to impose notification requirements on other 
firms, to maintain price surveillance and to undertake 
price investigations. 

In Sweden the general price freeze ended on 31 Decem- 
ber 1971, but leading producers and importers were still 
required to report both increases and reductions in their 
prices to the Price and Cartel Office. On 21 December 1972 
the Government ordered a price freeze (at the levels 
existing on that day) on milk, cream, cheese and meat 
products. The freeze came into effect on 1 January 1973 
and is scheduled to remain in force throughout the year. 


Switzerland’s stabilization programme does not include 
a prices and incomes freeze, but in the five-point anti- 
inflation programme proposed by the Federal Council in 
December 1972 provision was made for a system of price 
surveillance. Certain sectors (such as building, foodstuffs, 
hotels and catering, banking and insurance) are required 
to give prior notice of price increases and to substantiate 
them to the authorities. 

Until November 1972, prices policy in the United 
Kingdom consisted of the voluntary price restraint by 
nationalized industries and about 200 of the largest mem- 
bers of the Confederation of British Industry, the over- 
all target being the restraint of price increases to 5 per 
cent a year. Meanwhile the Government had been trying 
to secure tripartite agreement to a voluntary system of 
prices and incomes restraint; but when this attempt failed 
the Government imposed a 90-day freeze on prices, 
dividends and wages from 6 November 1972, the main 
exceptions to the freeze being the prices of unprocessed 
food and imported raw materials. The freeze itself was 
essentially a temporary measure to allow time for the 
preparation and introduction of Phase 2 of the Govern- 
ment’s policy against inflation, namely, statutory prices 
and incomes restraint. The proposals for Phase 2 restrict 
increases in pay for any group of employees to a maximum 
of £1 per head per week plus 4 per cent of the current wage 
bill of the group, excluding overtime; and no individual 


may receive an annual increase of more than £250. Prices 
can only be raised to the extent of increases in “allowable 
costs”, defined as increases after 30 September 1972 in 
labour, raw materials, components and fuels, rent of 
premises, and interest charges; but only 50 per cent of 
the increase in wages may be passed on in higher prices, 
the rest to be absorbed. by higher productivity. Where 
there is a fall in raw material prices or other allowable 
costs, price reductions are required. Price controls are 
reinforced by a restriction on profit margins (net profit 
in relation to sales or turnover) to the average of the 
best two of the last five years; this restriction applies to 
wholesalers and retailers as well as to manufactures. 
Phase 2 is scheduled to run from 1 April to the autumn 
of 1973, although the price freeze will continue until the 
end of April to cover the period of the introduction of 
VAT. 


Throughout 1972 in the United States Phase 2 of the 
Economic Stabilization Programme continued to operate, 
though with a number of changes. Controls were removed 
in May from small enterprises (with 60 or fewer em- 
ployees) and in August from persons earning less than 
$2.75 an hour. Price control was extended in June to the 
wholesaling and retailing of unprocessed farm products 
(at the same time meat quotas were suspended). Other 
changes included extending the power of the Pay Board to 
“roll back” the prices of firms which exceeded the allowed 
profit margins and the basing of productivity criteria on 
industry averages rather than individual enterprise data. 
On 11 January 1973 mandatory controls were replaced 
by “voluntary” controls except for “problem” areas such 
as food, health and construction. In Phase 3 of the 
economic programme the administration is to rely on 
voluntary compliance with the criteria established under 
mandatory controls, that is, a general pay standard of 
5.5 per cent, aggregate price increases of not more than 
2.5 per cent and limits on profit margins. However, the 
President is to ask Congress for a twelve-month extension 
of the authority for mandatory controls in order to secure 
such compliance if necessary. Where wage or price changes 
exceed the guidelines, the Cost of Living Council may 
intervene to establish interim price and wage levels and 
may even issue a special restraining order on the industry 
or firm. 


3. FOREIGN TRADE AND PAYMENTS 


The economic recovery in western Europe in 1972 led to a concomitant accel- 
eration in import growth, in line with past experience. The growth rate of exports 
also increased and was higher than the import growth rate; this reflected primarily 
the fast import volume increase in North America in 1972, which was a stim- 
ulant for world output and trade growth. 


(i) General review of trade flows 


THE WORLD SETTING 


The volume growth of world trade has decelerated 
gradually from 13 per cent in 1968 to 6 per cent in 1971, 
but in 1972 reverted to the more normal rate of 10 per 
cent, which is slightly above the average volume growth 
between 1959 and 1972.28 


In 1971 the deceleration of world trade growth was 
caused largely by reduced economic growth and demand 
for imports in Europe, Japan, Oceania and South Africa. 
In western Europe the rate of import volume growth was 
more than halved between 1970 and 1971 and there was 


28 These volume changes are basically those calculated by the 
Statistical Office of the United Nations and regularly published in 
the United Nations Monthly Bulletin of Statistics. The United 
Nations series, however, does not include the centrally planned 
economies which have been added here. The estimates for 1972 are 
provisional. 


some deceleration also in eastern Europe. In Japan, 
Oceania and South Africa the import volume ге- 
mained unchanged between 1970 and 1971 after the 
very large increase between 1969 and 1970. The only 
trading region referred to in the text-table below where 
import volume growth accelerated in 1971 was North 
America, which was recovering from a recession. In the 
other regions economic growth in 1971 was slower than 
in 1970. 


This cyclical imbalance between North America and 
other industrial countries was one of the factors which 
contributed to the aggravation of the serious strains on 
the world monetary system in the course of the year and 
which culminated in a general re-alignment of exchange 
rates in December 1971.29 


29 See Economic Survey of curope т 1971, part II, chap. 1. 


Percentage increase over preceding year 


Manufacturing output 


Import volume Export volume 


Region 
1970 1971 1972 1970 1971 1972 1970 1971 1972 
ЕЕ Ехо ре ео. 6 3 5 11 5 9 10 6 10 
И во бе о а В ов 8.5 8.5 8 ae 6* oF cme 8* 8* 
ОЕ о в ste a = (pe 4 - 9 1 9 14 9 1 9 
TERE Atk ce я a 16 5 7 20 1 11 14 17 a 
a 
Oceania, South Africa . 4 2 17 2 0 -13. 10 6 i 
Developing. ..... 6 725 We. 7 6 9 9 4 12 
WORLD 4 4 qe 10 6 10 10 6 10 


Sources: United Nations, Monthly Bulletin of Statistics, April and May 1973; OECD, Main Economic Indicators, April 1973. 


в Three quarters only. 


It was not expected that these measures would entirely 
eliminate the United States trade deficit in 1972, partly 
because it could be foreseen that the cyclical imbalance 
would remain for the course of the year. The acceleration 
of GNP growth was far more significant in North Ame- 
rica than in industrial western Europe. Economic growth 
also accelerated in Japan but, as in industrial western 
Europe, capacity utilization remained low and industrial 
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investment, particularly in machinery, remained sluggish 
throughout the year. 

Thus, in 1972, import volume rose by 14 per cent in 
North America following a 9 per cent increase in 1971. 
The acceleration of import growth into western Europe 
was more moderate. In Japan the revaluation of the yen, 
in conjunction with faster economic growth, appears to 
have been a major factor in the revival of import growth. 
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In eastern Europe total output growth slowed down to 
5 per cent in 1972, partly owing to a decline in the harvest 
in the Soviet Union, which led to large imports of cereals 
from the rest of the world. The growth of imports of 
machinery and industrial materials into the region also 
accelerated. Economic growth remained sluggish in 
Oceania and South Africa and their combined import 
volume fell by over 10 per cent in 1972. In the developing 
countries there was little change between 1971 and 1972 
in their over-all output growth but their import volume 
growth accelerated. 

The volume growth of world trade in 1972 thus resulted 
largely from the buoyancy of imports into North America 
and Japan. In contrast with imports, all trading regicns 
appear to have had virtually identical rates of growth of 
export volume in 1972 except for the developing countries. 
For western Europe, North America, Oceania and South 
Africa this implies an acceleration of volume growth 
between 1971 and 1972. On the other hand, there was 
little change for eastern Europe; and in Japan the export 
volume in 1972 increased at only half the rate in 1971. 


The exchange-rate adjustments only partly explain the 
sharp acceleration in North American export growth and 
the deceleration in Japan in 1971. In Japan certain 
measures were taken to slow down exports of steel, 
textiles, etc., to certain markets (notably the United 
States). It appears that the major changes in trade volume 
balances between 1971 and 1972 occurred in North 
America (a negative change of $3 billion at 1971 prices 
and exchange rates), Oceania and South Africa taken 
together (a positive shift of about $2 billion), and the 
developing countries which possibly achieved a positive 
change of perhaps $1.5 billion. In western Europe, eastern 
Europe and Japan trade balances in terms of dollars, at 
1971 prices and exchange rates, did not change noticeably, 
at least not at an approximate f. о. b.-f. о. b. valuation. 


Trade balances obviously changed much more between 

1971 and 1972 in terms of current rather than constant 
dollars and prices. The currency re-alignments in 1971 
involved a terms-of-trade loss for North America and an 
even larger gain for Japan. For western and eastern 
Europe the exchange rate adjustments led to a relatively 
small terms-of-trade gain. World trade prices between 
1971 and 1972 also changed in terms of the exporter’s 
own currency. These changes differed significantly be- 
tween commodities, depending partly on general demand 
and supply conditions on the world market and partly 
on the location of the price leaders.2° For manufactures 
national export unit value indices show a continued 
increase in 1972 but such indices (notably for engineering 
goods) normally exaggerate price increases as quality 
changes are insufficiently allowed for. 
80 The posted price for crude petroleum, which is quoted in 
dollars, was raised in January 1972 by about 13 per cent. Woodpulp 
prices remained unchanged in dollars which meant, for example, 
that Swedish export prices fell by about 8 per cent. The aluminium 
price even fell in terms of dollars due to over capacity. For all 
metals and minerals the №/Е5 К export price index gives a 2 per cent 
increase in terms of current dollars. For agricultural materials there 
was a sharp increase in terms of current dollars, largely owing to the 
doubling of wool prices and the even steeper increase of prices of 
hides and skins; the cotton price, however, remained unchanged in 
terms of current dollars. 
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World trade prices generally changed little between 
1971 and 1972 if expressed in terms of pre-devaluation 
dollars and much less than between 1970 and 1971. Apart 
from a few special cases (wool or beef exporting countries) 
the terms-of-trade changes between 1971 and 1972. 
resulted largely from the exchange-rate changes. It is 
estimated that Japan gained about 6 per cent, western 
Europe (in its extra-trade) about 3 per cent, while the 
United States lost about 4 per cent. Hence, in terms of 
current dollars, Japan’s export surplus increased between 
1971 and 1972 by about $1.0 billion, western Europe’s 
import surplus falling by about the same amount, while 
the United States import surplus increased by $4.4 billion, 
about the same as between 1970 and 1971. 


OVERSEAS DEVELOPED COUNTRIES 


In the United States the gradual but relatively slow 
increase observed between 1953 and 196931 in the import 
propensity for tradeable goods (in current prices) accele- 
rated sharply in 1970-1972. In 1972 merchandise imports 
increased from 9 per cent to 10 per cent of total domestic 
goods supply.22 It is estimated that $2.5 billion of the 
$4.4 billion deterioration in the trade balance between 
1971 and 1972 was due to price factors.*3 The 22 per cent 
growth of imports in 1972 (table 3.1) was led by capital 
goods (a 35 per cent increase in the current dollar value), 
followed by consumer goods (25 per cent increase), 
industrial supplies (20 per cent) and food and beverages 
(a 14 per cent increase). This sequence coincides closely 
with the pattern of United States economic growth in 
1972 and with the generally lower price elasticity of 
demand for capital than for consumer goods. Much of the 
increase in capital goods imports in 1972 consisted of 
components and final products from United States owned 
facilities in Canada, but imports were also boosted by 
jet aero-engines from the United Kingdom. 


Among consumer goods the import expansion was 
most noticeable for tape recorders and motor-cycles 
while the dollar value of motor-car imports increased by 
only 15 per cent. In terms of numbers, imports of foreign 
motor-cars (excluding Canadian) declined by 10 per cent 
in 1972. 


The increase ш imports of industrial materials was led 
by sawnwood, almost entirely from Canada. Imports 
of crude petroleum increased steeply as United States 
output fell for the second year in a row. There were also 
large increases in imports of other industrial raw materials 
in response to the vigorous growth of United States indus- 
trial output. 


Within “food and beverages” most of the growth 
reflected higher prices, notably for fish, meat, coffee and 
cocoa; but for meat the import quantities also increased 
significantly. 


31 Trends in United States Merchandise Trade 1953-1970, GATT 
(Studies in International Trade, No. 3), Geneva, July 1972. 


32 This calculation is not strictly comparable with that in the 
GATT study quoted in the preceding footnote. 


33 See Commerce Today, 19 February 1973, р. 8. 
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TABLE 3.1 


#2 ых Western Europe’s trade by area of origin and destination 
(Millions of current US dollars and percentage change from previous year) 


Imports cif. 


Area of origin for imports and 


destination for exports Value in 


1971 
О ое ао. 106760 
of which: 
Е ВН аа ЕЯ, 72 030 
RMR Mec. eit te. 29 $35 
Rest of Western Europe ....... § 195 
Peston ihe World fhe 2 ee 61755 
United Statesand Canada... ..... 18583 
Eastern Europe? and the Soviet Union. 6 848 
Тарас ieee Peeler oe Get: SE 3262 
Australia, New Zealand and South Africa 3565 
Е оо cme) ee Ba и 44] 
Developingicounthiessaga6. .0. 4). « « 28811 
of which: 
ЕСА Geet Ree Wee! ey. 6462 
о Бо У о Aches thd i a4 9709 
А нь, 12466 
World (including unspecified). . .... 168515 


1970 


Exports f.0.b. 


Percentage change Percentage change 


Value in 
вт ___ 72° и 1970 1971 1972 
18 13 20 105 417 18 14 ро 
18 14 22 64444 18 14 21 
1G) 9 16 32 935 18 2 2) 
17 22 23 8038 16 ily} 21 
16 7 12 51388 11 13 WS) 
22) —1 5 15 265 И 18 18 
14 14 15 6405 И 8 25) 
49 22 32 IAS 26 il 23 
-- 4 22 4438 17 9 —6 
—5 eT 24 488 14 —10 13 
11 ИИ 12 22352 ИИ 14 its} 
10 — 9 6 245 12 12 14 
12 —2 i 7 389 15 13 13 
2 52 17 8 280 5 16 13 
17 11 17 156 806 16 13 19 


Sources: OECD, Foreign Trade Statistics, Series A, Over-all trade by countries, April 1973; and national trade statistics. 


@а Partly estimated for Yugoslavia. 


> Excluding transactions between the Federal Republic of Germany and the German Democratic Republic. 


The volume of United States exports increased by at 
least 9 per cent in 1972 compared with a slight decline 
in the previous year. This was as expected: while machi- 
nery exports increased less than hoped for—largely owing 
to the slow growth of industrial investment in western 
Europe—exports of foodstuffs increased more than 
expected, partly owing to exceptional import requirements 
in eastern Europe and China. The decline in exports of 
aircraft mainly reflected large deliveries of Jumbo jets 
the year beZore. For other types of machinery, export 
growth in 1972 consisted mainly of deliveries to United 
States controlled firms in Canada and other countries, 
notably of oil-drilling equipment. 


The deficit in trade with Japan which, according to 
United States trade statistics, had increased by almost 
$2 billion in 1971, in 1972 widened by only $1 billion. In 
trade with western Europe the United States export 
surplus was wiped out in 1972, the deterioration being 
about the same ($1.7 billion) in 1972 as in 1971. A new 
element in 1972 was the virtual disappearance of the 
United States traditional export surplus in trade with 
Oceania, South Africa and the developing countries; this 
surplus fell from $2.5 billidn in 1971 to $0.4 billion in 
1972. This large change reflects partly the short-term 
effects of the dollar devaluation, partly the growing 
import requirements for petroleum and other materials 
and partly the reduction of imports into Oceania and 


South Africa in 1971. (The United Kingdom, however, 
was most affected by this latter development.) 34 

Import volume growth in Japan between 1971 and 
1972 is estimated at more than 10 per cent. In the spring, 
Japanese trade was affected by the seamen’s strike but 
import growth appears to have accelerated fast towards 
the end of the year. Trade data for the first two months of 
1973 indicate an extremely fast expansion in the dollar 
value of imports, to some extent influenced by the expec- 
tation of a further yen revaluation. 

In Canada trade expansion in 1972 was largely with the 
United States, partly because of the rising United States 
import requirements of fuels, metals and sawnwood, 
and partly because of rapidly rising exchange of compo- 
nents and parts within the automotive agreement as well 
as in other industries. Exports of cereals to the Soviet 
Union, China and other markets also expanded vigor- 
ously. The buoyancy of the Canadian economy in 1972, 


34 It appears that maritime freight rates in 1972 were lower than 
in 1971 in terms of current dollars. This did not affect United 
States import values which are expressed f.0.b.; but it particularly 
affected those of Japan where imports consist largely of fuels, ores, 
other materials and basic foodstuffs. In Japan the freight and insur- 
ance component of imports c.i.f. amounts to about 20 per cent. 
Stable freignt rates in terms of dollars between 1971 and 1972 
consequently reduced Japanese c.i.f. import prices in terms of yen 
by about 2.5 per cent, which is almost one-half of the total fall in 
import prices. 
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however, in conjunction with some loss on the terms of 
trade, led to a faster increase in the dollar value of imports 
(by 22 per cent) than in the export value (14 per cent) so 
that the export surplus (/.0.0.-f.0.b.) declined by $1 billion 
to $1.3 billion. In trade with the United States alone the 
Canadian export surplus remained virtually unchanged 
between 1971 and 1972 at about $1 billion. 


Canadian imports of crude petroleum and of other 
basic materials from developing countries increased 
sharply. Trade with Japan and western Europe in 1972 
resulted in an import surplus (f.0.b.-f0.5.) in contrast to 
the normal export surplus. 


Both Australia and New Zealand benefited from the 
rising international demand for wool and meat in 1972. 
For wool the major effect was a doubling in export prices 
but the export volume also increased. South Africa also 
benefited from the price boom in wool. Australian meat 
exports rose by 27 per cent to 780,000 tons, much of which 
went to the United States. The export volume of these 
three countries taken together increased by over 10 per 
cent in 1972 while their import volume fell at about the 
same rate largely reflecting the temporary lull in industrial 
investment. 


DEVELOPING COUNTRIES 


Trade statistics of western Europe, North America and 
Japan for 1972 indicate an increase of 16 per cent in the 
import value (in terms of current dollars) and of 11 per 
cent of the export value in trade with developing countries. 
Imports from petroleum countries increased between 1971 
and 1972 by 16 per cent. The increase in the posted price 
by about 13 per cent in terms of current dollars was offset 
by lower freight rates (which affect the import values in 
western Europe and Japan but not in North America); 
besides, imports of crude petroleum into western Europe 
increased relatively slowly in 1972 owing partly to the 
mild winter and partly to the low level of industrial acti- 
vity throughout most of the year. Crude petroleum 
imports into North America, however, increased consid- 
erably, 


TRADE EXPERIENCE OF WEST EUROPEAN COUNTRIES 


Volume changes in industrial west European countries’ 
trade in goods and services are given in table 1.1. Table 3.2 
shows trade values in 1972 in terms of current dollars as 
well as value changes both in dollars and in national 
currencies. These data also indicate an acceleration of 
west European trade growth in 1972 after the slowing- 
down in 1971. That acceleration is obviously most marked 
when value data in current dollars are used, as a result 
of the over-all revaluation of west European currencies 
against the US dollar. Foreign trade prices expressed in 
national currencies increased relatively little in 1972 in 
most west European countries, and particularly in such 
major trading nations as France, the Federal Republic of 
Germany, Italy and the Netherlands. In the United King- 
dom, however, export prices continued to increase in 1972 
at the same high rate as in 1971. Both Ireland and Den- 
mark benefited in 1972 from rising export prices for food, 
their over-all export unit value indices increasing by 13 


per cent and 5 per cent respectively. For western Europe 
taken together the increase in export prices in 1972 was 
probably no more than about 2 per cent in terms of 
national currencies, which is significantly less than the 
year before. 


Thus the volume growth of west European exports in 
1972 was about 10 per cent. The volume growth of imports 
was slightly less. 


The acceleration of western Europe’s export volume 
growth was shared by practically all individual countries. 
In a number of countries there was a sharp acceleration 
in export volume growth as the market situation permitted 
sales of stocks of export goods accumulated in 1971, for 
example in Austria, Belgium, Finland, Iceland, Norway, 
Greece and (perhaps) Turkey. But export volume growth 
also accelerated in France, Italy and Switzerland; these 
countries appear to have benefited from the pattern of 
import demand in 1972, which was relatively concentrated 
on consumer goods and chemicals. In France exports of 
cereals and other foodstuffs increased particularly fast. 
In Yugoslavia the acceleration of export growth in 1972 
reflected deliberate policies to rectify the trade balance. 


In the Netherlands and the United Kindgom the export 
volume increased less in 1972 than in 1971. In the United 
Kingdom the export volume barely increased in 1972; 
the dock strike in August, as well as a number of other 
strikes which affected domestic supplies at a time of 
growing demand, probably contributed to 115.35 As 
noted above the fall in imports into Oceania and South 
Africa affected exports from the United Kingdom more 
than from any other country as did the generally feeble. 
import growth in developing sterling countries. 


In line with the general profile of west European re- 
expansion in 1972 import growth was largely concentrated 
in consumer goods. There were large increases in imports 
of passenger-cars into the United Kingdom, France, 
Sweden and several other countries. Imports of TV sets 
and other electronic consumer goods also increased 
steeply, much of the increase originating in Japan.%6 
Imports of textiles, clothing and furniture also expanded 
vigorously in most west European countries. 


On the other hand the depressed level of machinery 
investment in the region was reflected in a fall in the 
import growth of capital goods. This particularly affected 
imports from the United States which fell even in terms 
of current dollars. One special factor was the temporary 
lull in deliveries of passenger jets. For fuels and basic 
materials some indications have already been given. 
Imports of crude petroleum into western Europe hardly 
changed between 1971 and 1972 in volume terms while 
the lower freight rates implied a decline in imports valued 
in terms of national currencies. 


World steel output in 1972 recovered from the fall in 
the previous year and this led to higher trade in volume 
terms although prices remained weak. It appears that 


35 Imports of motor-cars, for example, increased by about 50 
per cent while exports fell by 14 per cent. 
38 Even after the 50 per cent increase in exports in 1972, Japanese 


motor-cars accounted for merely 3 per cent of the total west Euro- 
pean market. 
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west European imports of non-ferrous metals and ores 
declined rather than increased and prices were also weak. 
Output and trade in pulp and paper increased rapidly in 
1972; pulp prices remained stable in terms of dollars 
and consequently fell in terms of most west European 
currencies. For paper, buoyant demand led to an 
increase in export prices. In 1972 world output and 
trade in chemicals and in particular plastic materials 
expanded vigorously. Intra-west European trade in 
plastics increased very fast. 


In terms of current dollars imports increased faster in 
1972 than in 1971 in most west European countries. But 
in Yugoslavia and Iceland, where imports had increased 
exceptionally fast in preceding years, there was a sharp 
deceleration in import growth. In terms of volumes 
experience was more varied, the greatest accelerations in 
import growth being in the four countries where the 
import volume had fallen between 1970 and 1971—Italy, 
Finland, Sweden and Denmark—and in the United 


Kingdom. 


(ii) Balance of payments 


CURRENT ACCOUNT 


Western Europe is traditionally a net importer of 
merchandise (also when measured f.0.b.-f.0.b.) but a net 
exporter of services, of which transport is a large pro- 
portion. In 1972 it appears that the reduced deficit in 


merchandise trade was matched by a smaller reduction of 
the surplus on invisibles so that, in terms of current 
dollars, the surplus on current account increased from 
$4.8 billion in 1971 (at average 1971 exchange rates) to 
$5.4 billion in 1972 (at average 1972 exchange rates) 
(table 3.3). 


TABLE 3.3 


Current account ard changes in official monetary reserves in selected countries of western Europe 
and the United States in 1971 and 1972; total official monetary reserves at the end of 1972 


(Million current US dollars) 


Current Change in Current Change т Total official 
Country or area account reserves account reserves ede reserves 
1971 1972 ra ‘oe 2 

Аа о 6 onl! —93 592 —169 376 2719 
Belgium-Luxembourg. . . . 927 626 1132 39 3870 
ОУ 5 5 5 6 6 oo oO om © —449 238 —102 75 797 
О Вы cee Ооо —343 235 —147 43 758 
Frances о а а 449 3 293 700 1762 10015 
Germany, Federal Republic of 179 4782 539 5 035 23427 
ета Wooeeml oe Be —174 298 —128 131 1126 
а м cere 1645 1435 1428 —708 6 079 
ЕО ae ee eee —209 562 1013 989 4785 
NGI WAV suet erate aera ae —384 341 —61 т 1325 
Sweden@rs ape п 200 349 104 465 1575 
Switzeclandise eee aeey ee 87 1 834 70 522 7488 
United Kingdom 2 683 3756 44 —936 5 647 

TOTAL 4518 18 341 4423 8 322 69 611 
Cyprus BR oe —17 76 —25* 34 319 
Greece, ее —327 215 —374 507 1032 
Portugal Re ea op ee 202 441 230* 367 2.312 
Браше ие ве в 856 1451 750 1746 5014 
Turkey ИС —109 330 —30 640 1401 
Yugoslavia —315 58 460* 535 733 

TOTAL 290 251 1011 3 829 10811 
Western Europe’. . . 4808 20912 5434 12151 80422 
United Зе. ... —2 824 —1297 —7 983 —39 13 150 


Source: IMF, International Financial Statistics, March 1973; national Statistics and. secretariat estimates 


® Excluding Iceland and Malta. 
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| The fall “in freight rates in 1972 reduced shipping 
earnings; in Norway they declined while in Greece they 
increased at a lower rate than in 1971. On the other hand 
western Europe’s net earnings from tourism probably 
Increased in 1972. Transfers to the rest of the world 
presumably increased further in 1972. 


For the industrialized west European countries alone, 
there was a small deterioration in their aggregate current 
account in 1972. Judging from the data in table 3.3 the 
current account balances of the majority of these countries 
improved between 1971 and 1972. (This remains true when 
the balances are expressed in national currencies.) The 
exceptions are Austria, Italy, Sweden, Switzerland and 
the United Kingdom. The positive changes, however, 
were outweighed by the deterioration of the current 
account of these five countries. By far the most significant 
change was the virtual disappearance of the current 
account surplus in the United Kingdom which in 1971 
had amounted to an exceptional $2.7 billion. The decline 
in 1972 followed the fast growth of costs and prices 
relative to those of foreign industrial countries in recent 
years and the acceleration of domestic economic activity 
in 1972. 


The greatest improvement of the current account 
balance was in the Netherlands, where the swing from 
deficit to surplus amounted to almost $1 billion. About 
half of this was accounted for by an improvement of the 
trade balance. This shift reflected a faster increase of 
commodity exports than of commodity imports in both 
volume and, particularly, value terms. In most industrial 
countries, changes in the current account were in the 
same direction as changes in the trade balance. In the 
Federal Republic of Germany, however, the considerable 
increase of the deficit on invisibles—which reflected 
mainly a rise in Government transfers to the European 
‘Economic Community and, to a lesser extent higher 
workers’ remittances and travel expenditure abroad— 
largely offset the increase of the country’s trade surplus. 


Significant exceptions to this prevailing pattern are 
France, Italy and Sweden where developments on the 
trade account in 1972 were more than offset by changes 
on the invisibles account. 


The increase of western Europe’s aggregate surplus on 
current account with the rest of the world conceals two 
divergent movements in its geographical pattern. First the 
improvement of the region’s current account vis-a-vis 
the United States and second a smaller deterioration 
vis-a-vis the rest of the world. The improvement in western 
Europe’s current account with the United States reflected 
both a favourable swing in the trade balance and, to a 
lesser extent, an increase in the region’s surplus on 
services. The latter was mainly accounted for by a swing 
in the account of investment income in favour of western 
Europe as the American economy grew faster than western 
Europe, but also by higher United States travel 
expenditure in Europe. 


The United States’ current account deteriorated sub- 
stantially in 1972. The deterioration occurred with all the 
major regions except eastern Europe and Canada (table 
3.4). Particularly significant was the increase of the 


deficit with Japan and the deterioration of the account 
with the developing countries. While developments in the 
current account of the United States with western Europe 
and Japan were a continuation of the trend that had 
prevailed in the second half of the 1960s, the swing in the 
country’s current account with the developing countries 
from a surplus to a small deficit represented a reversal of 
the previous trend (table 3.4). To a very large extent 
developments on the current account of the United States 
in 1972 were determined by the trade balance. As shown 
above, the substantial widening of the United States 
trade deficit in 1972 was caused by the very fast expansion 
of output and demand, leading to a rapid increase of 
imports, and by the deterioration of the country’s terms 
of trade following the December 1971 parity realignment. 


CAPITAL MOVEMENTS 


There were a number of major changes in long-term 
private capital movements in 1972 compared with the 
previous year. First, there was a significant swing in the 
net flow of private long-term capital from the United 
States (from a net outflow of $4.1 billion in 1971 to a 
net inflow of $0.1 billion in 1972). This reflected both 
a reduction of the net outflow of United States investment 
abroad—mainly direct investment—and also a substantial 
increase of foreign investment in the United States— 
mainly a large increase in purchases of United States 
securities by foreigners. All major regions except Canada 
and eastern Europe (the net flow for which is negligible) 
shared in the decline of the outflow of private long-term 
capital from the United States. By far the most important 
decline was to western Europe (table 3.4). Second, there 
was a swing in the capital account of the United Kingdom 
from a relatively small net inflow in 1971 to a substantial 
net outflow in 1972. This was accounted for by a decline 
of private foreign investment in the United Kingdom and, 
mainly, by an increase in the country’s private investment 
abroad, which rose by $1.4 billion between 1971 and 1972. 
Third, there was an increase of almost $1.8 billion of the 
net inflow of private long-term capital into the Federal 
Republic of Germany. This was almost entirely accounted 
for by transactions relating to bonds, and was mainly a 
response to differences in interest rates. Fourth, there 
was the increase in the net outflow from Italy which 
consisted mainly of trade credits that may include some 
short-term funds and reflected the relative ease of monetary 
conditions in Italy compared with those in the other 
major countries. 


The pattern of the flow of Government capital did not, 
on the whole, change significantly in 1972. The most 
important changes were the reduction in the net outflow 
from the United States by $0.3 billion, and a rise of 
almost $0.3 billion in the net outflow from Italy. The 
reduction in the net outflow from the United States was 
largely accounted for by a reduction of the net outflow 
of Government long-term capital to developing countries, 
as a result of the measures announced in August 1971 
(table 3.4). 


The massive short-term capital flows that dominated 
the exchange markets in 1971 were not repeated in 1972. 


м. —---—>- 
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There were a number of reasons for this: the currency 
realignment of December 1971,37 the narrowing of interest 
rate differentials in 1972 and the measures taken by 
Japan and several countries of western Europe (Belgium, 
the Netherlands, the Federal Republic of Germany, 
Switzerland and the United Kingdom) to encourage the 
outflow and/or prevent the inflow of capital. The net 
outflow of both recorded and, especially, unrecorded 
short-term capital from the United States fell significantly 
in 1972 as monetary conditions in the United States were 
tighter than those in western Europe. 

In the course of the year monetary policy in a number 
of west European countries became less expansionary 
(France, the Federal Republic of Germany and the 
United Kingdom, for example). A number of other 
countries—including Austria, Belgium, Norway and 
Switzerland—also took restrictive monetary measures 
during the year, while in the Netherlands the discount 
rate was increased in November. 

The relative calm on the foreign exchange markets was 
interrupted in the summer when the pound sterling came 
under pressure. There was an outflow of short-term capital 
from the United Kingdom in June and July, mainly to 
continental western Europe, especially the Federal 
Republic of Germany. On 23 June the pound was allowed 
to float and a series of new exchange control measures 
were announced including restrictions on capital move- 
ments to other parts of the sterling area except Ireland. 
This led to a depreciation of the pound by about 6-7 per 
cent. The United Kingdom and also Denmark therefore 
withdrew from the EEC intervention arrangement that 
limited the intervention margins of prospective EEC 
member countries at +2.25 per cent, which was intro- 
duced on 24 April 1972. Several countries—including 
Ireland—decided to maintain a previously existing peg to 
the pound sterling and their currencies were thus allowed 
to float.88 Iceland and a number of overseas sterling area 
countries maintained a previously existing peg to gold or 
the United States dollar.2® Cyprus and five overseas 
countries decided to maintain their parity with gold or the 
United States dollar and discontinued pegging their 
currencies to sterling.*° 


CHANGES IN OFFICIAL MONETARY RESERVES 


The official monetary reserves of western Europe 
increased by $12.2 billion in 1972 compared with $21.0 


37 See, United Nations, Economic Survey of Europe in 1971, part Il, 
pp. 21-23. 

38 Other countries that decided to maintain a previously existing 
peg to the pound were: Barbados, Botswana, Fiji, The Gambia, 
Guyana, India, Jamaica, Lesotho, Malawi, Mauritius, Sierra Leone, 
South Africa, Swaziland, Trinidad and Tobago. 

39 Other countries that decided to maintain a previously existing 
peg to gold or to the United States dollar were: Australia, Ghana, 
Jordan, Kenya, New Zealand, Nigeria, Pakistan, Tanzania, Uganda, 
Western Samoa and Zambia. 

40 Other countries with currencies previously pegged to the pound 
sterling that decided to maintain their parity with gold or the United 
States dollar were: Kuwait, Malaysia, Oman, Singapore and Iraq. 
Ceylon, whose currency was previously pegged to the United States 
dollar, decided to peg it to the pound sterling and allowed it to 
float. See IMF, Press Release No. 933, 31 July 1972. See also, 
United Nations, Economic Bulletin for Europe, vol. 24, No. 1. 


billion in 1971 (table 3.5). All countries of the region 
shared in the increase of reserves, except the United 
Kingdom and Italy, where official monetary reserves 
declined by $0.9 billion and $0.7 billion respectively. In 
the United Kingdom the marked decline of the current 
surplus, the large swing in the capital account and the 
repayment of $1 billion to the International Monetary 
Fund, were partly financed through official borrowing 
from foreign monetary authorities, which amounted to 
$2.1 billion in 1972, and partly from the official monetary 
reserves. In Italy the increase in the current account 
surplus was more than offset by a net outflow of capital, 
largely short-term. On 27 June measures were introduced 
to prevent the outflow of capital through banknotes by 
prohibiting the conversion of banknotes remitted from 


TABLE 3.5 


Changes in official monetary reserves by main region 
(Million current US dollars) 


Position Change in reserves 


at end 

of 1970 tae 1970 over 1971 

United Kingdom—Total .. . . 2 827 3 756 —936 
Gold ga teen cen о оо 1 349 —507 —42 
Foreign exchange. ..... 1212 3887 —1035 
Fund reserve position... . — -- 127 
SDRs Ба о О 266 376 14 
Other western Europe—Total . . 44 749 17 211 13 184 
Gold. sear sen ee 19 151 2 183 38 
Foreign exchange. .... . 21 765 12 179 11 926 
Fund reserve position... . 2 763 1 285 —60 
SDRSa.epeene mea eect ae 1 070 1564 1 280 
United States—Total ..... 14487 —1 297 —39 
оо о nue poe 11 072 9 —594 
Foreign exchange. ..... 629 —349 —39 
Fund reserve position... . 1935 —1 300 —170 
ПР о ett cel tee ah cote 75 851 343 764 
Canada and Japan—Total 9 519 11 542 3 354 
Gold Wr cr ean Аа ИО 1323 27 35 
Foreign exchange. ..... 6 225 11 632 2 994 
Fund reserve position... . 1 643 —750 70 
С ci seas nes 328 383 255 
Oceania and South Africa—Total 2 829 1513 3 667 
о ое ое 906 —178 235) 
Foreign exchange. .... . 1 426 1 655 3 281 
Fund reserve position... . 368 —44 — 
ОВ ооо о сос 129 80 151 
All developed countries—Total 74 411 32725 19 230 
Gold) оо een к 33 801 1784 —328 
Foreign exchange. ..... 31 257 29 004 17 127 
Fund reserve position... . 6 709 —809 —33 
SDRstila И: о 2 644 2 746 2464 
Developing countries—Total 18 018 4 819 6 159 
Gold Met ets cree 3 265 229 35 
Foreign exchange. .... . 13 291 4 071 5 583 
Fund reserve position. . . . 984 7 — 46 
ЗВ ron: 478 512 587 


Source: IMF, International Financial Statistics, March 1973. 
Nore. “Total” includes statistical discrepancies due to rounding. 
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abroad into external lire accounts, and encourage 
borrowing abroad by Government institutions and 
banks. Despite this the net outflow of capital continued 
in the second half of the year. 


By far the largest increases in official monetary reserves 
were recorded by France, the Federal Republic of Ger- 
many and Spain. In the Federal Republic of Germany the 
rise was $5 billion compared with $4.8 billion in the pre- 
vious year while in France it was $1.8 billion in 1972 
compared with $3.3 billion in 1971. In both countries the 
increase of the current account surplus was accompanied 
by a net inflow of capital. In Spain the small decline in the 
current account surplus was more than offset by a larger 
net inflow of capital and the country’s official monetary 
reserves increased by $1.7 billion compared with $1.5 
billion in 1971 (table 3.3). 


As the net inflow of capital into western Europe was 
lower in 1972 than in 1971, the region’s official monetary 
reserves increased by $12.2 billion in 1972 compared 
with a rise of $20.9 billion in 1971. The increase was 
almost entirely accounted for by foreign exchange. This 
reflected to a large extent a further accumulation of dollar 
liabilities in the: central banks of the region. The increase 


of dollar liabilities to foreign central banks was in fact 
the principal means through which the United States 
deficit was financed in 1972, following the pattern that 
has prevailed in recent years. On the official reserve 
transactions balance, the deficit amounted to $10.3 billion 
in 1972 compared with $29.8 billion in 1971, while on the 
net liquidity balance the deficit amounted to $14.0 billion 
compared with $22 billion in 1971. Only a negligible 
part of this was financed through a decline of official 
monetary reserves which decreased by $39 million in 1972 
compared with a fall of $1.3 billion in 1971. 

Mainly because of the increase of the official monetary 
reserves of western Europe and also, but to a much lesser 
extent, because of a rise in the reserves of the other 
developed areas, especially Japan, the total reserves of all 
developed countries increased by $19.2 billion in 1972 
compared with $32.7 billion in 1971. In the developing 
countries the increase in 1972 ($6.2 billion) was higher 
than in the previous year ($4.8 billion). This reflected 
partly the improvement of their trade balance and partly 
the further accumulation of reserves by oil producing 
countries, although these increased somewhat less than 
in 1971 (table 3.5). (Payments prospects in 1973 are 
discussed in section 4 (iv) below.) 


4. SHORT-TERM PROSPECTS 


(i) Output and policies 


Aggregation of national forecasts for the industrial 
west European countries considered in the previous 
sections yields a growth rate of GDP in 1973 of about 
5.25 per cent4! as against 3.8 per cent in 1972 and an 
average of about 4.7 per cent in the 1960s. On the basis 
of past relationships, manufacturing output may be 
expected to increase by at least 6.5 per cent in 1973. These 
rates appear to be realistic on the basis of current and 
foreseeable government policies, existing margins of 
unused capacity, balance-of-payments positions, and 
market forces. However, they imply acceptance of an 
increase of some 6 per cent in prices; and they also assume 
no disruptive effects from short-term capital movements. 


All countries except Austria, Finland, the Netherlands 
and Switzerland expect a higher growth rate of output in 
1973 than in 1972. Most countries forecast a growth rate 
of GNP ranging between 4 and 5.5 per cent. Denmark, 
Finland, France and the United Kingdom expect an 
increase of about 6 per cent. 


(a) The highest growth rate of output is likely to be in 
the United Kingdom (6.5 per cent); but about 1.3 percen- 
tage points of this are due to special factors which kept 
output growth relatively low in 1972. Allowing for these 
factors, the basic trend of output growth in the United 
Kingdom is likely to remain the same in 1973 as in 1972, 
namely 5 per cent per year. The budget introduced in 
early March was described by the Chancellor as “broadly 
neutral”, and was based on the expectation that present 
expansionary forces would result in a growth rate of 5.2 
per cent a year between the second half of 1972 and the 
first half of 1974. Although consumers’ expenditure is 
expected to slow down, private fixed investment, public 
expenditure and exports are expected to recover strongly. 
In view of the present exceptionally low stock/output 
ratio, a recovery in stockbuilding seems virtually certain.*” 


There is probably sufficient spare capacity in the 
economy to achieve a 5 per cent growth rate in 1973, and 
possibly in 1974 as well. Whether or not this rate (relatively 
fast by United Kingdom standards) is attained may well 
depend on the balance of payments. Sterling was allowed 
to float in June 1972 and is below its pre-float level in 
comparison with most west European currencies. But any 
further depreciation could aggravate still further the 


41 For the Federal Republic of Germany a growth rate of 4.5 per 
cent was taken (the official forecast giving a range of 4 to 5); for 
Italy, a growth rate of 5 per cent (the official forecast giving a range 
of 4.5 to 6 per cent). 

42 The National Institute Economic Review, February 1973, states 
that “In 1973 the turnaround might be equivalent to more than 2 
per cent of GDP”. 
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difficulties of implementing the pay and prices policy by 
increasing the sterling price of imports. The trade deficit 
is generally expected to deteriorate sharply this year; 
should the deficit be larger than expected 43 the Govern- 
ment might be forced to deflate domestic demand. 


In 1973 France is expected to expand at a rate of about 
6 per cent according to the official forecasts made in 
December 1972 (this rate corresponds to 6.2 per cent in 
French national accounting definitions). In 1973, fiscal 
policy as a whole is intended to be slightly expansionary; 
but market forces are considered to be strong enough to 
secure a high growth rate without further stimuli from 
the Government. Private and public consumption are the 
principal sources of the expected acceleration of total 
demand and output. The slight acceleration forecast for 
private consumption is mainly the result of a further small 
decline in the savings propensity. There was a large 
increase of bank credit in 1972 and, in order to secure a 
smaller increase in 1973, restrictions were imposed at the 
end of 1972. In Finland, the forecast of a 6 per cent increase 
in GDP in 1973 (the same as in 1972) rests on the assump- 
tions of less favourable prospects for exports, on the one 
hand, but on the inversion of the cycle for enterprise 
investment on the other. Government policies in 1972 
were geared to support the cyclical upturn, but they are 
likely to become more restrictive in 1973. In particular, 
public capital formation is expected to fall by 3 per cent 
in volume (as against an increase of 10 per cent in 1972) 
as private investment is expected to recover.*4 


(b) The other countries expect to expand, as already 
mentioned, at rates varying from 4 per cent (Netherlands) 
to 5.5 per cent (Austria). 


For the Federal Republic of Germany, the forecasts 
prepared in the fall by the “five wise men” *> anticipate 
a growth rate of more than 5 per cent in 1973, under the 
combined influence of market forces and expansionary 


43 The National Institute Economic Review, February 1973, pro- 
duced just before the budget, expects a current account deficit of 
£875 million in 1973; but it is stressed that “a balance of payments 
‘forecast’ is both difficult to make and to interpret under floating 
exchange rate conditions”. The Review also points out that “the 
situation now is very different from that in other years of deficit, 
such as 1960 and 1964. Very simply, there is room this time both 
to allow for improvement in the balance of payments and for 
continued growth of domestic expenditure—albeit at a more moder- 
ate pace than recently.” 

44 No breakdown by category of expenditure is available for 
Denmark for 1973. 

45 Sachverstdndigenrat zur Begutachtung der gesamtwirtschaftlichen 
Entwicklung, Gleicher Rang fiir den Geldwert, Jahresgutachten 
1972/73. 
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fiscal policy. A more restrictive fiscal policy was advocated 
by the authors of Gleicher Rang fiir den Geldwert so as to 
eliminate completely its expansionary effect (which was 
estimated at about 1 per cent of the expected GDP 
growth based on policies in force when the report was 
written). Early in February, the authorities adopted a 
series of restrictive fiscal measures including an increase 
in the tax on mineral oil, a rise in income-taxes on high- 
income groups (about DM 2 billion), a Government bond 
issue (about DM 4 billion) and a reduction of investment 
subsidies. The official forecasts for GDP are within the 
rather wide range of 4 to 5 per cent. The lower alternative 
seems a cautious one and seems partly to reflect fears of a 
decline in the competitiveness of exports following the 
recent (February 1973) changes in exchange rates. 


In contrast with the prevailing policy orientation in the 
other west European countries, a strongly expansionary 
fiscal policy is considered necessary in /taly if GDP is to 
grow in 1973 at the high rate of the 1950s and 1960s, 
which is quite feasible given the favourable position of 
the foreign account. An output growth of 4.5 per cent is 
forecast on present policies, and a growth rate of about 
6 per cent is considered feasible if a number of specific 
measures are introduced. The most important of these 
measures, advocated in the 1973 Plan, is a reduction in 
the employers’ contribution to social security, equivalent 
to about 1.5 per cent of GNP in 1972. It is hoped that 
this will lead to an increase in the enterprise-investment 
propensity (via an increase of profits) and to a dampening 
of the effect of wage increases on prices. The exact 
amount of the reduction in social security contributions 
had not been decided at the time of writing, nor had it 
been decided whether to confine it to industrial enter- 
prises or to extend it to services. In view of the uncertainty 
still surrounding the implementation of the proposed 
expansionary programme, an output growth in 1973 of 
6 per cent appears unlikely. 


In Belgium the stimulus expected from foreign demand 
and enterprise investment is likely to be supplemented 
by an increase in investment in dwellings as a consequence 
of the delayed effect of the incentives introduced in early 
1972. In the Netherlands no acceleration of output is 
expected in 1973 but the pattern of final expenditure 
should change significantly in favour of investment. The 
fiscal incentives to investment, introduced in 1972, will 
supplement market forces in bringing about a sharp 
expansion of this sector while the growth of exports is 
expected to decelerate (and the growth of imports to 
accelerate). 


In Norway the expected output acceleration is only 
from 4.3 to 4.6 per cent. In spite of foreign demand 
remaining buoyant, export growth should decelerate 
considerably owing to capacity limitations and reduced 
stock leveis at the end of 1972. The acceleration in the 
growth of domestic demand is expected to be quite large 
under the stimulus of private consumption and enterprise 
investment. By contrast, the number of dwellings started 
in 1973 should remain at the level of 1972. In Sweden, 
exports are expected to play a prominent role in output 
acceleration, the volume growth of exports being more 
than double the rate in 1972. Further stimulus should 


come from the reversal in ‘the stock-building cycle and 


from a sharp increase in private consumption. Fiscal 
policy is still expected to be expansionary but much less 
so than in 1972 and should not account for more than 
0.5 per cent of GDP growth. In Ireland, an exceptionally 
large increase in exports of goods and services is expected 
in 1973 (12 per cent in volume). Agricultural exports 
are expected to rise by 10 per cent in volume and by as 
much as 20 per cent in value. Under the influence of 
strongly rising exports, an expansionary fiscal policy, and 
the impact of Ireland’s entry into the European Economic 
Community, an increase in fixed capital formation of 
10 per cent is expected. 


Austria and Switzerland are the only countries where 
a deceleration in output growth is forecast for 1973. In 
Austria, output growth had been very high in 1972 (6.4 per 
cent) and was partly due to special factors. In particular, 
gross fixed investment expanded by more than 11 per 
cent. Contrary to most other west European countries, 
the investment cycle reached its peak in 1970-1971 (and 
not in 1969-1970) and there was no trough in 1972. A 
deceleration in investment is thus the main reason for 
expecting a deceleration of over-all output growth in 
1973. In Switzerland, the expected deceleration of over-all 
output growth in 1973 is the direct consequence of the 
severely restrictive measures adopted by the federal 
authorities at the end of 1972 (controls on dwelling 
construction, reduction of fiscal allowances for amorti- 
zation, and a credit squeeze). 


In short, the prevailing features of policies and demand 
behaviour in 1973 can be summarized as follows: 


(a) 1973 appears to be the second year of a cyclical 
upturn whose turning point, for output, was in 1971. 
However, for enterprise investment, employment and 
unemployment, the turning point for most countries 
was in 1972, 


(5) Policies appear to have been relatively well geared 
to the recent cyclical swings. They have been generally 
expansive in 1972—-with different degrees of intensity and 
of success—but in 1973 are expected to become gradually 
more restrictive, a change which appears to have been 
incorporated in most of the national forecasts. 


(c) Owing to more restrictive (or less expansionary) 
fiscal policies, disposable income of households will 
increase less (or no more) than primary income in most 
countries in 1973. But this effect of fiscal policy may be 
offset in a number of countries by a fall in the savings 
ratio from the high levels still prevailing in most countries 
in 1972. In contrast with 1972, private consumption in 
1973 is expected to increase no more than GNP in all 
countries except Italy and Switzerland. 


(4) As in previous cycles, fluctuations in enterprise 
fixed investment (especially fixed investment in manu- 
facturing) and stockbuilding have been greater than in 
other sectors of domestic demand. The turning point 
for enterprise investment, and especially in manufacturing, 
occurred only in 1972 and growth is still expected to 
remain moderate in 1973, rising not much more than 
manufacturing production. 
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(e) Except in a few cases labour income is not expected 
to м much more in 1973 than other incomes in the 
enterprise sector; in a few countries, perhaps even less 
и probably be a relatively good year for gross 
profits. 


(Г) Whether the incipient investment boom of 1973 


will develop into a major boom in 1974 remains an open 
question. Much will depend on policies. A more deter- 
mined effort than has been made recently to dampen the 
cyclical fluctuation of enterprise investment (instead of 
exacerbating it) may well be considered an important 
task for demand management in 1973. 


(ii) Employment 


Employment forecasts for 1973 are available only for 
a few countries. They are reproduced opposite together 
with the implied growth rates for labour productivity: 


Employment is expected to increase in 1973 in all the 
countries listed above, except the Federal Republic of 
Germany. In the Federal Republic no increase in the 
domestic labour force is expected; in fact a small decline 
is more likely owing to a decline in activity rates due to 
structural changes. In the other countries except the 
Netherlands, the expected increase in employment seems 
to be no lower, broadly speaking, than the likely increases 
in the labour force. In Norway, the labour force in 1973 
will be affected by the lowering of the pensionable age 
which, it is estimated, will lead to the earlier retirement 
of the equivalent of 12,000 man-years, with a negative 
impact of 0.4 per cent on GNP. 
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Labour 


Country Employ- Man- productivity 


ment 
ie hours per head per 


man-hour 


A. Total economy (Annual percentage change) 


Belgium ee 0.8 ae 4.2 
Finland oe ee 0.8 a 5 mc 
Brance ye. re eee ee 0.9 0.2 4.9 5.6 
Germany, Federal Republic of. 0 0 4.5 4.5 
Netherlands aera eee ees 0.5 8.5 О 
NOL WAY ce eam ed tous aes 0.1 as 4.5 
ее от СВ ©! 00 са.4 4.4 
United Ч ооо eens 1575 4.5 
В. Manufacturing 

о о мо 2 6 
INcthenands со овобоб —1 a3 6.5 = 
Зуев, = Se 0.8 4 eS) 


Sources: National sources, and secretariat adjustments to improve inter-country 
comparability. 

< Including mining and public utilities. 

р Including mining. 


(iii) Prices 


Some of the sources of accelerated inflation in the 
second half of 1972 may be expected to diminish gradually 
of their own accord, particularly food prices. However, 
largely in response to the recovery of demand in the 
industrial countries, industrial raw material prices, which 
were already beginning to rise rapidly at the end of 1972, 
are likely to show a large increase in 1973; besides, the 
continued world-wide inflation is also bound to influence 
commodity prices still further. Fuel prices are likely to 
be substantially higher as a result of increases in posted 
prices as from 1 January 1973. In countries such as the 
United Kingdom and Italy, import prices will be further 
increased by recent currency changes. Moreover, a further 
upward pressure on consumer prices in some countries 
is likely from fiscal and other institutional changes 
(institutional adjustments to be made by the new members 
of the EEC, for example). Thus, although in 1973 there 
is likely to be a sharp rise in productivity as a result of the 
recovery of output growth, it is difficult to foresee the 
average rate of consumer price increase in western Europe 
falling much below 6 per cent in 1973. 

Among the larger economies the rate of price increase 
is very likely to accelerate in Italy, particularly with the 
renewal of wage contracts, the introduction of the VAT 
and the effective devaluation of the lira; in any event it is 
unlikely to be less than 7 per cent. The renewals of numer- 


ous wage contracts began in the autumn of 1972, but 
as some of them are still not completed an assessment of 
their over-all cost is difficult. In order to reduce the 
impact of the expected rise in labour costs on the wage- 
price spiral the Government has proposed a considerable 
degree of fiscalization of employers, social security 
contributions, in return for which enterprises would 
exercise restraint on price increases. In the Federal Repub- 
lic of Germany the Association of German Economic 
Research Institutes forecast a rise in the cost-of-living 
index of 5.5 per cent, the rise in net wages and salaries 
being assumed to be 8.5 per cent. (One indication of how 
governments see the medium-term development of price 
inflation is the projection of price changes made by the 
Federal Ministry of Economic Affairs and presented to 
the “concerted action” meeting on 10 January 1973: up 
to 1977 the projection is for a rise in the GDP deflator 
of 3.8-4.3 per cent a year and in consumer prices of 
3.3-3.8 per cent a year.) In France the reduction of VAT 
rates is expected to continue to have a restraining effect 
on prices through the first quarter, but given the rate of 
inflation abroad and wage pressures at home the Ministry 
of Finance does not expect a very large deceleration of 
price increases in 1973; the authorities would be satisfied 
with an increase in the cost-of-living index of 5 to 5.5 per 
cent as against 7 per cent in 1972. In the United Kingdom 
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prices will be under pressure from the introduction of 
VAT and from higher import prices resulting from the 
floating of the pound. Nevertheless the rise in consumer 
prices should continue to decelerate in 1973. Assuming 
that the Government’s prices and incomes policy is 
successful, that changes in the system of indirect taxation 
are accurately reflected in prices, and with VAT at 10 
per cent, one estimate is for a rise in consumer prices of 
5.75 per cent.46 


In Austria there is unlikely to be much slackening in the 
pace of inflation until mid-year. With several sources of 
uncertainty such as the introduction of VAT, the ending 
of the stabilization pact and higher wage rates, the 
Institute for Economic Research foresees a rise of 7.5 per 
cent in the cost of living. In Belgium, the official view in 
September 1972 was that private consumption prices 
(national accounts basis) would rise by 4.8 per cent in 
1973, and the GNP deflator by 4.5 per cent.4” But the 
acceleration of prices in the last quarter of 1972 has 
probably led to a revision of this view. In Finland the 
consumer price rise is expected to be just under 5 per 
cent; and in Sweden by just under 6 per cent;4® but in 
Norway any expectation of deceleration in the rate of 
price increase must remain uncertain: with the ending of 
the price freeze and an expansionary budget, prices are 
likely to be rising quite rapidly in the spring. With profit 
margins very low in many sectors of industry, cost 
increases are unlikely to be absorbed. In Switzerland, with 
limited spare capacity and a tight labour market, a fall 
in the rate of price increase in 1973 appears unlikely. 


By the end of 1972 and the beginning of 1973 most 
industrialized countries were exercising some form of 


46 NIESR, National Institute Economic Review, London, February 


47 Ministére des Affaires Economiques, Budget économique de 
1973, Projet September 1972. 

48 Ministry of Finance, Economic Survey 1972, Helsinki 1972; 
the Secretariat for Economic Planning of the Ministry of Finance 


and the National Institute of Economic Research, Revised National 
Budget, 1973, Stockhoim 1973. 


direct restraint on wages or prices or both (see section 
2 above). The rapid deceleration of price inflation in the 
United States has been widely associated with the policy 
of direct controls and thus may have strengthened the 
belief that such controls may be effective elsewhere. It is 
much too soon to make an informed judgement on the 
effects of the United States controls in reducing inflation. 
Apart from the obvious danger of post hoc ergo propter 
hoc reasoning, it is important to note that when the 
American programme was introduced (in August 1971). 
unemployment was approximately 6 per cent, price infla- 
tion was already decelerating, and there was a sharp 
reduction in the rate of increase in the money supply: the 
prices and incomes policies were thus reinforcing existing 
movements. In Europe at the end of 1972, when direct 
controls were being generally re-imposed and strengthened, 
unemployment was beginning to fall while inflation was 
tending to accelerate; in other words, direct controls were 
being employed against the underlying trends.4® For this 
reason the probability of direct controls bringing about 
a sharp deceleration in the rate of price inflation in 1973 
is not very great. This is not to argue that all forms of 
direct control of prices will ultimately be ineffective; but 
experience shows that controls applied for only short 
periods, often as a last-minute response to an acceleration 
of the rate of price increase, have limited usefulness. 
Although the pace of inflation may slacken in western 
Europe in 1973, the rate still remains very high given the 
stage of the business cycle, and there is now a danger of 
a renewed acceleration in 1974 when many economies 
will be nearing the limits of productive capacity and in 
danger of over-heating. In the search for more effective 
action against inflation it may be important to pay greater 
attention to policies directed at structural problems, for 
example, more effective regional and manpower policies, 
speedier structural adjustments to eliminate low-produc- 
tivity industries, etc. 


49 In the United States, mandatory controls were lifted in January 
1973 when the basic trends had begun to move against thecontrols. 


(iv) International trade 


The national forecasts for 1972 in industrial western 
Europe added up to an acceleration in output growth 
from 3 per cent achieved in 1971 to 3.9 per cent, but with 
a small acceleration in import growth. In the Economic 
Survey of Europe in 1971, part II (page 38) the following 
comment was made: “In summary, it appears that the 
sum of national forecasts yields a plausible picture of the 
growth of west European exports, but on present policies, 
may well overstate output growth and understate import 
growth.” 

Provisional data suggest that the output growth target 
was just about reached in 1972 but that import volume 
growth (for goods and services) was much greater than 
forecast. As described in more detail above most of the 
trade expansion in 1972 reflected the marked acceleration 


in intra-west European trade, but the volume of imports 
from the rest of the world also increased faster in 1972 
than in 1971. 


For exports reduced volume growth had been forecast 
in 1972. In reality there was a significant: acceleration, 
partly because of the buoyancy of intra-trade and partly 
because the expected deceleration of export growth to 
the rest of the world did not materialize; this largely 
reflected the acceleration of North American import 
growth in 1972. 


The sum of the national forecasts for 1973 yields an 
acceleration in output growth, from 3.8 per cent in 1972 
to 5.25 per cent, accompanied by a further acceleration of 
Import volume growth. 


ыы Е. 


‘ _Nolume change in GNP and trade (goods and services) in thirteen industrial west European countries 


(Annual percentage change and ratios ) 


Ratio to GNP growth 


GNP Imports Exports 
Imports Exports 
Асан В #.0t pes 3.0 6.5 WP Poe 2.4 
Actual 1972 (provisional) . . 3.8 8.8 8.3 2.4 2.2 
Forecast ПОЗ, . 5.25 10.1 9.5 1.9 1.8 
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Once again the national forecasters believe that the 
elasticity of imports with respect to GDP growth will 
fall by about as much as implied in the forecasts for 1972; 
but in reality the import elasticity increased between 1971 
and 1972, It would appear more reasonable to expect a 
higher rather than a lower import elasticity in 1973 than 
in 1972. There are several reasons for this: the acceleration 
of output growth will lead to a sharp increase in import 
requirements of fuels and basic materials, which will prob- 
ably be reinforced by a rebuilding of stocks. In 1972 
there had been no significant increase in western Europe’s 
stocks of imported fuels and materials, except in a few 
special sectors. Secondly, whereas in 1972 economic 
growth had been dominated by consumer demand, in 
1973 a sharp increase in machinery investment is expected, 
a sector with particularly high trade propensities. The 
expected fast increase in west European countries’ imports 
of investment goods should particularly benefit North 
America which after the second dollar devaluation is in an 
extremely strong competitive position. 


For exports of goods and services the national forecasts 
for 1973 in industrial western Europe add up to a higher 
volume growth than was achieved in 1972; but a sharp 
decline in the elasticity with respect to GDP growth is 
implied. An even sharper decline in the export elasticity 
was forecast for 1972 but in fact it remained virtually 
unchanged. 


The prospects for a fast volume growth of world trade 
in 1973 are good if judgement is based on the widespread 
expectations of accelerating economic growth in most 
developed countries. Uncertainty springs mainly from the 
international monetary situation. On 12 February the 
United States dollar was devalued for the second time, 
now by 10 per cent in terms of gold. The currencies of 
one-half of the west European countries thereby appre- 
ciated in terms of the US dollar by 11.1 per cent.5° The 
response of the others varied: Finland, Portugal and 
Sweden followed the dollar about halfway, while Greece, 
Iceland, Turkey and Yugoslavia devalued by the same 
amount as the United States. In March the Federal 
Republic of Germany appreciated its currency by 3 per 
cent in terms of SDRs and a few days later the Austrian 
schilling was revalued by 2.25 per cent. At the time of 
writing the pound sterling, the Irish pound and the 
Italian lira continue their independent float; six EEC 
countries have agreed on a common float in relation to 


50 These are: Austria, Belgium, Denmark, France, the Federal 
Republic of Germany, the Netherlands, Norway and Spain (see 
IMF Survey, 26 February 1973, pp. 49-53). 


the dollar; the Swiss franc and the Japanese yen continue 
to float independently. 


The exchange rate structure prevailing in mid-March 
may undergo further modification during 1973. The 
adjustments made in the previous twenty-two months not 
only reflected cost and price differences, at the exchange 
rates ruling before May 1971, but also short-term capital 
movements. Important changes may take place in the 
geographical pattern of world trade in 1973, particularly 
in cases where short-term price elasticities of substitution 
are significantly above unity. However, although long- 
term elasticities are normally estimated at about —3, in the 
eee the response to changes in relative prices is much 
е5$.5 


However, it may be expected that the United States 
export growth in 1973 will accelerate greatly in volume 
terms while import growth decelerates. To eliminate the 
import surplus in 1973 would require an export volume 
growth of 20 per cent and no change in the import volume, 
and the same rate of increase of import and export prices 
as in 1972. But it is probably more realistic to assume a 
continued import volume growth (say by 8 per cent, 
compared with 13.4 per cent in 1972), a faster increase in 
import prices (say by 10 per cent, compared with 7.1 per 
cent in 1972) and a larger increase in export prices (say 
5 per cent instead of 3.2 per cent in 1972). On these 
assumptions the required export volume growth in 1973 
is close to 30 per cent. Thus even under the most optimistic 
assumptions the United States will probably incur a 
deficit in its merchandise trade in 1973. 


One purpose of the measures taken in the past two 
years has been precisely to reduce the United States cur- 
rent account deficit and to reduce the surpluses of certain 
other countries (Japan and Italy; the huge surplus of the 
United Kingdom in 1971 was eliminated in 1972). 
The prospects for a reduction of the largest imbalances 
would appear to be relatively good as the necessary 
adjustments will take place in the context of an expanding 
world market. There is little doubt that exporting and 
import-competing industries in some countries which 
revalued significantly more than their major competitors 
will be adversely affected. But in a situation of generally 
buoyant demand for manufactures, particularly for invest- 
ment goods, alternative markets can be found more easily 
than previously. The effect on intra-European trade of 
the recent parity changes may not be great. Western 
Europe’s exports to North America will probably decel- 


51 See IMF Survey, 12 March 1973, pp. 72-74. 
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erate in volume terms, but less in value terms as some of 
the domestic cost inflation is likely to be passed on. In 
1972 the United States exports to developing countries 
increased little if at all. The competitive struggle between 
North America, Japan and Europe in the markets of the 
developing countries is likely to lead in 1973 to a recovery 
of the North American share of these markets, although 
this does not exclude continued growth of west European 
and Japanese exports. 


Even if there is a substantial improvement in the exter- 
nal accounts of the United States in 1973, developments 
in 1972 will have demonstrated the need for a greater 
degree of inter-governmental co-ordination of financial. 
and commercial policies than has hitherto been accom- 
plished. In particular, the problem of reaching agreement 
on a means of payment which is also universally accep- 
table as a store of value is of the greatest importance and 
urgency for the world community as a whole.. 


5. DEVELOPMENTS IN SOUTHERN EUROPE 


Contrasting with the somewhat uniform evolution of 
economic trends in industrialized western countries, few 
common features are to be found in the economic perform- 
ance of south European countries in 1972 (table 5.1). As 
the table below shows, total output growth accelerated 
for the second year in succession in Greece to reach a 
very high rate of expansion, while in Spain the recovery 
which started in 1971 was consolidated in 1972 and the 
rate of expansion recovered after two years of growth 
well below medium-term trends. According to a recent 
official statement, GDP in Portugal in 1971 expanded at 
7 per cent and the rate of increase did not change substan- 
tially in 1972. Finally, the expansion of total output 
decelerated in Turkey and even more in Yugoslavia where 
GNP had expanded in 1971 by 9 per ceni and only by 5 
per cent in 1972. In every south European country, the 
foreign sector of demand provided the most dynamic 
buttress to total demand followed by gross fixed capital 
formation, while the growth of consumption only acceler- 
ated clearly in the two fastest expanding countries, 
Greece and Spain. 


In 1972 consumer prices rose by about 6 to 8 per cent 
in Greece, Portugal and Spain, by 11 per cent in Turkey, 
and by 16 per cent in Yugoslavia for the second consec- 
utive year. In comparison with 1971, there was an 


Change in GDP at factor cost, at constant prices 
(Annual percentage change) 


Country 1968 1969 1970 1971 1972 
Greece... . 5.5 9.1 7.7 8.2 10.2 
Portugal. . . 7.6 3.0 8.5 7.0 г 
Spain . 5.8 6.9 5.8 4.7 79 
Turkey 7.9 5.0 ee 8.7 6.5 


acceleration in Greece, and a deceleration in Portugal 
and Turkey. The absence of any common pattern reflects 
essentially the prevalence of specific domestic factors 
(partly of structural character) in the inflationary process 
of these countries. 


In the two fastest expanding countries (Greece and 
Spain) the current balance deteriorated slightly, while it 
improved in the other countries. 


Prospects for further expansion in 1973 appear gener- 
ally good. At present it is likely that the range of growth 
rates in these countries will be smaller in 1973 than in 
1972 due to a mild recovery in Yugoslavia and a slowing 
down in Greece; rates of expansion would thus cluster 
around 6 to 8 per cent against a range of 5-10 per cent 
in 1972. 


(i) Output demand and prices 


1972 was another year of very rapid economic expansion 
in Greece; gross domestic product is estimated to have 
increased by 10.2 per cent, compared with 8.2 per cent 
in 1971, a figure which is higher than previous official 
estimates. 


The acceleration in the rate of growth of output 
stemmed from both agriculture and industry. Agricultural 
output grew by 4 per cent in 1972 compared with 0.4 per 
cent in 1971 and 8.6 in 1970. All major crops performed 
well especially wheat, cotton and olive oil; livestock 
output also continued to rise relatively fast. 


Partly because of the good performance of agriculture, 
industrial production rose faster than in 1972. Particularly 
fast was the growth of textiles, the branch with the 
heaviest weight in Greek industrial output. A number 
of other branches—rubber articles, chemicals, products 
of petroleum and coal, non-metallic minerals, basic 
metals, electrical machinery and apparatus— also recorded 
very fast rates of growth, well above the over-all average. 
Some of these branches have attracted the largest share 
of foreign direct investment in recent years and their 
performance is associated with the use of newly created 
capacity, an impressive rise of exports of manufactured 
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goods and an acceleration in the rate of growth of con- 
struction. 


The increase of the rate of growth of output in manu- 
facturing more than offset the marked deceleration of the 
rate of growth of output in mining. The acceleration of 
construction activity was associated with the steep 
increase of private investment in dwellings and govern- 
ment investment in construction. Services grew at about 
the same rate as in the previous year. 


The most dynamic elements of final demand in Greece 
in 1972 were exports of goods and services and fixed 
investment, particularly investment in dwellings, but 
every main demand sector increased faster than in the 
previous year. Private consumption also rose faster in 
1972 than in 1971. This was reflected in higher rates of 
increase of retail sales and a marked acceleration in the 
increase of imports of food and manufactured consumer 
goods. 


Private investment increased faster than in 1971 partly 
because of a further increase of investment in dwellings 
(greatly stimulated by a very liberal credit policy) and 
partly because of an increase in investment in manu- 
facturing, which is more significant for the country’s 
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growth prospects. Foreign direct investment was almost 
double in the first ten months of 1972 compared with the 
corresponding period of the previous year. There was 
a marked acceleration in the imports of capital goods, 
consisting mainly of a fast growth of imports of machinery. 

Both government consumption and investment increas- 
ed faster in 1972 than in the previous year. According to 
_ Official national accounts forecasts (published in Novem- 
ber 1972) government and public enterprise investment 
was expected to increase by 17 per cent in 1972 compared 
with 21.5 per cent in 1971. Data relating to the perfor- 
mance of public enterprises are not yet available; but in 
view of the budget data now available for the year (which 
show an increase in government investment of nearly 
37 per cent) and the weight of government in the public 
sector, it would seem unlikely that the investment of the 
public sector decelerated in 1972. 


Employment in manufacturing increased by 6.3 per 
cent in the first eleven months of 1972. There was a 
further decline in the number of registered unemployed 
in 1972, although this is of limited meaning in view of 
the composition of the country’s labour force. There 
was a substantial decline of net emigration in 1972 
reflecting mainly a considerable reduction of emigrants. 
Hourly earnings of workers in manufacturing rose in 
1972 at about the same rate (9.3 per cent) as 1971 (9.0 
per cent). 

Consumer prices rose by 5.8 per cent in the last quarter 
of 1972 compared with 3.0 per cent in 1971.The increase 
was mainly accounted for by food prices which carry a 
heavy weight in the total; this reflected an exceptionally 
fast rate of growth of imported foodstuffs, but prices of 
clothing, footwear and services also increased faster 
than in 1971. 

According to the ministerial statement (of November 
1972) introducing the 1973 budget, GDP in Portugal in 
1972 grew by over 7 per cent, i.e. slightly above the rate 
achieved during 1971. Apart from the extractive sector, 
where output appears to have declined, all other major 
production sectors have expanded at about the same 
rate or somewhat faster than in 1971. Agricultural pro- 
duction is expected to increase slightly in spite of declines 
in wheat (-26 per cent), barley (-35 per cent), wine and 
leguminous plant production which appear to have been 
offset by large increases in rice (+10 per cent), olive oil 
(+31 per cent), potatoes and fruit and horticultural 
products and by a small increase in the production of 
animal products. Fishing, where the volume of catches 
had fallen during the first half of the year, improved 
considerably during the third quarter and might have 
increased marginally for the year as a whole. 

The expansion of the manufacturing sector is expected 
to be about 10 per cent or roughly the same as in 1971. 
The lack of global statistical indicators 5? makes it difficult 
to establish the evolution of the manufacturing sector 
but an impression of irregularity is derived from the 
scanty data on sectoral production. The branches which 
seem to have expanded most are textiles (helped by 


52 The unofficial index of industrial production calculated by the 
Industrial Association seems to have been discontinued. 


buoyant foreign demand), basic inorganic chemicals, 
artificial fibres, paper and pulp, petrol refining, construc- 
tion materials and car assembly plants, while food- 
processing industries, rubber goods and basic metals seem 
to have lagged considerably behind the average. Construc- 
tion remained at about the same level as in 1971 during 
the first half of the year, but data for the third quarter 
show a sharp upturn, so the sector might have expanded 
moderately for the year as a whole. 


Higher activity rates seem to have had an important 
effect on employment (excluding agriculture) which at the 
end of the first half of 1972 was about 3 per cent higher 
than 1971. Emigration continued to diminish during the 
first half of 1972. In the fourth quarter of 1972 the average 
daily wage of workers in industry and transport in Lisbon 
was some 7.1 per cent higher than in the same period of 
1971 and the salaries of rural (male) workers increased 
by 11.5 per cent. Consumer prices in Lisbon rose during 
the same period by about 7 per cent. The very rapid 
increase in prices which reached its peak in the middle of 
the year prompted the Government to take some impor- 
tant measures 53 on incomes and prices which have had a 
moderating effect during the later part of the year, 
although there was renewed acceleration in December. 


There are no safe elements which would permit a 
precise assessment of the evolution of demand forces in 
Portugal, but exports, gross capital formation and public 
consumption seem to have been, in that order, the most 
dynamic elements of total demand. 


Following two years of rather modest growth, real 
GDP *4 in Spain in 1972 increased by 7.7 per cent, a rate 
which seems to be more in line with the growth potential 
of the economy and which was achieved in spite of a 
virtual stagnation in agricultural output. As was already 
noticed in the previous SuRvEy (part II), the cycle of the 
industrial sector in Spain follows more and more closely 
the west European pattern and the events of 1972 confirm 
this tendency which is obviously the result of both the 
closer integration of the country into the world market 
of manufactured goods and of the increasing importance 
of an already sizeable domestic market. 


According to provisional estimates, agricultural pro- 
duction increased in 1972 by 0.8 per cent. Every cereal 
crop (except maize) was badly affected by bad weather 
and the wheat harvest of 45.6 million quintals is 16 per 
cent below that for 1971; but vegetables, fruit (including 
citrus) and olive oil production increased considerably, 
largely offsetting the decline in cereal crop. In spite of 


53 Hire-purchase was regulated by ministerial order of 16.6.72. 
Previously, in May, stimuli had been granted to consumer and 
housing construction co-operatives and certain urban land expro- 
priation measures were announced. Direct price controls were 
introduced by several decrees in July on several basic foodstuffs 
and drinks, construction materials and footwear, and in December 
controls were extended to motor-cars and agricultural machinery. 
A special surtax on very high incomes was introduced; tax rates on 
profits exceeding those of the previous year increased and the 
period of re-negotiation of salary rates under collective contracts 
has been lengthened to a minimum of two years, etc. 

54 As suggested in the 1971 Survey (part П), the national accoun- 
ting figures for Spain in 1969 and 1970 had been slightly over- 
estimated. 
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some success in adapting the supply of agricultural 
produce to the demand pattern, such as the reduction 
of the surface under wheat (reinforced in 1972 by the 
introduction of a quota system) and the increase in 
barley production, the market imbalance of the agricul- 
tural sector has not improved sufficiently, as is shown 
by the growing trade deficit in agricultural products 
(particularly animal products), which in some cases 
coincides with a decline in domestic production.®> More 
progress seems to have taken place with some structural 
policies aimed at land consolidation and to a lesser 
extent land геГогт.56 


Following a marked improvement in 1971, the domestic 
terms of trade of the agricultural sector in 1972 again 
improved considerably (by about 10 per cent) while data 
for salaries (for September) show an increase of 13 per 
cent over the corresponding months of 1971. Agricultural 
prospects for 1973 at the moment (March 1973) appear 
good; in particular the cereal harvest should improve 
considerably on last year’s. The area under wheat has 
declined again and that under barley has again increased. 


The secondary sector in Spain expanded vigorously in 
1972. According to preliminary estimates, gross value 
added in manufacturing and public utilities increased 
by over 11 per cent and in the construction sector by 
8 per cent. The main stimulus for this rapid growth (which 
is much the same as that in the previous boom years of 
1966 and 1969) came from investment and, particularly, 
from the foreign sector of demand, although consumption 
also accelerated. The expansion of the secondary sector 
as a whole was already strong during the first quarter of 
1972 (+9.9 per cent) but it continued to accelerate to 
reach 11.1 per cent in the last quarter of the year; the 
transport equipment, metal working, basic metals, 
chemicals and energy sectors have expanded particularly 
rapidly and the only important sector which experienced 
a deceleration (due to the bad agricultural year) was food- 
processing. Labour productivity increased rapidly and, 
as has been the case generally in industrial western 
countries, the higher activity of the secondary sector has 
had relatively moderate effects in absorbing unemploy- 
ment, which only started to decline in the third quarter 
of 1972. Salaries in industry, however, increased rather 
rapidly (by 18 per cent November 1972 compared with 
November 1971). The rate of capacity utilization which 


55 In 1972 the trade deficit for meat increased by over one hundred 
million dollars, while domestic production was below that for 1971 
in spite of a host of stimulating measures (concerted action agree- 
ments, national poultry plan, etc.). 


56 Particularly following the setting up of Instituto Nacional de 
Reforma y Desarrollo Agrario (National Institute for Agricultural 
Reform and Development) and the enactment of the law of 21 July 
1971 on land reform; land consolidation has been increased consid- 
erably to about 300,000 hectares per year and already 80,000 
hectares have been subject to the aforementioned law. An improve- 
ment in distribution, grading and quality control of agricultural 
products has in some cases been achieved by the creation of regional 
markets through the action of Instituto Nacional de Origen (National 
Institute of Origin) and Mercados de Origen 5. A. (National enter- 
prise of markets of origin) the granting of credit and fiscal stimuli 
to co-operatives for marketing and product standardization (Law 
29/72), etc., but these policies and institutional changes have had 
so far little effect on the supply pattern of Spanish agriculture. 


had already started to increase in 1971 continued increasing 
rapidly throughout 1972 to reach an all-time record in the 
third and fourth quarters of 1972. Industrial investment 
rose by 15 per cent in value terms (which probably 
corresponds to roughly a 10 per cent increase in volume), 
This seems relatively modest in view of the fiscal stimulus 
granted in December 1971 which involved a fiscal waiver 
of 11 billion pesetas for the 146 billion pesetas of invest- 
ment on which fiscal reductions had been granted (this 
represents about one-third of enterprise investment in 
1971). Industrial investment in Spain in 1972 seems to have 
been mostly of a capital deepening, capital intensive or 
rationalizing character. The index of capital goods imports 
rose rapidly (reaching a peak growth of 59 per cent in the 
second quarter). Production of national capital goods 
increased less (although still rapidly) and industrial build- 
ing construction remained very weak up to the third 
quarter of 1972. Among sectors, the greatest increases in 
investment were in construction industries, chemicals and 
transport material. 

The construction sector has nevertheless grown at a 
faster pace than in 1971 mainly because of a large expan- 
sion of public works (public contracts increased by 20 
per cent), while subsidized housing construction stagnated 
and unsubsidized housing construction expanded by 
nearly 14 рег cent.®” Under the stimulus of higher activity 
rates in the secondary sector, the growth of the service 
sectors also accelerated in 1972. 


The provisional estimates of national accounts of 
Spain in 1972 give, for the first time, an estimate of 
demand growth by main sectors. Except for public 
consumption which has slowed down, all segments 
expanded faster than in 1971. The greatest change occurred 
in gross capital formation which fell in 1971, and expanded 
in 1972 by 16 per cent in real terms. Exports of goods and 
services increased to the same extent as gross capital 
formation (16 per cent) and the increase in private 
consumption accelerated from 3.4 per cent in 1971 to 
6.5 per cent in 1972. 


The implicit price deflator for GNP in Spain (8 per cent) 
shows a minor acceleration on that for 1971 due to higher 
price increases in the goods producing sectors but the 
cost-of-living index, which in the fourth quarter was 8.1 
per cent above the figure for the corresponding period of 
1971, increased at the same rate as in 1971. The highest 
price increases took place during the third quarter and 
a new upsurge seems to be occurring again in early 1973 
in spite of some restraining measures.*® Contrasting with 
the period late 1969 to end 1971, in which non-food prices 
rose faster than those for food, food prices in 1972 rose 
at the same rate as the general cost-of-living index. 


57 Following a new method of subsidizing house financing based 
on direct credit to the owner, it is expected that the housing sector 
will recover in 1973. 

58 The most important new measures taken to contain prices are 
the introduction of a free import system for a number of food 
products previously under State trade (decree of 23 November 1972) 
the control of commercial mark-ups in trade (9 October 1972) and 
the fixing of a list of maximum prices for some food products 
(ministerial order of 3 November 1972). It should be recalled that 
Е products had been subject to price control since 
ate : 
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According to preliminary estimates the growth rate of 
GDP in Furkey in 1972 was 6.5 per cent against 8.7 per 
cent in 1971. The deceleration of the growth of total 
output is due entirely to the stagnation of agricultural 
output since other sectors generally expanded as fast as 
_ ог faster than in 1971. 


Agricultural production declined mainly because bad 
weather affected cereal production (wheat output de- 
creased from 13.5 million tons in 1971 to 12.3 in 1972 
and other cereals declined even more) ‘and also because of 
lower cotton production. However, increases in the 
production of animal products, tobacco, olives and fruit 
almost fully offset the decline in cereals and cotton. 


Industry, including mining and energy, expanded at a 
slightly higher rate than in 1971. Mining production 
increased less than last year because of a decline in the 
extraction of mineral ores. In manufacturing proper, the 
basic sectors (metal-making and basic chemicals) seem 
to have expanded particularly rapidly and final consumer- 
goods industries more slowly. The energy sector expanded 
faster than in 1971. Construction, which had suffered a 
setback in 1971, recovered in 1972 and the activity of this 
sector seems to have accelerated throughout the year, 
again overfulfilling plan targets. Value added in services 
accelerated and also overfulfilled the plan target. 


The structure and relative dynamism of demand in 
Turkey changed significantly compared with 1971. Total 
fixed capital formation expanded rapidly (by over 18 per 
cent); both public and private investment grew rapidly, 
but the recovery was considerably more noticeable for 
public investments (19 per cent) than for private, because 
in 1971 public investment had declined slightly while 
private investment had expanded considerably. The 
greatest increases in investment occurred in mining 
(51 per cent), manufacturing (32 per cent), agriculture 
(29 per cent) and energy (23 per cent) sectors. Total 
consumption, on the other hand, expanded less rapidly 
than in 1971 and the deceleration in this case also seems 
to have been more pronounced in the case of public than 
of private consumption. A new and important decline 
in the current deficit has also meant that total resources 
have expanded again somewhat more slowly than GNP 
at market prices. It is also a remarkable feature of change 
in the evolution of the Turkish economy that while in 
1971 the difference in the rate of growth of GNP at market 
prices (10 per cent) and gross domestic income at factor 
cost (8.7 per cent) was due entirely to a doubling of net 
income from abroad (i.e. emigrant remittances), the 


difference in 1972 which is also remarkable (7.3 per cent 
and 6.5 respectively) is due mainly to an increase in inter- 
nal transfer payments (i.e. to a decline of subsidies and 
an important increase in indirect taxes) and less to a further 
new increase in remittances. 


The improved external equilibrium reflected in a lower 
current deficit and the considerable, although still 
insufficient, improvement in the financial balance of the 
public sector might to a large extent explain the otherwise 
surprising price performance of the Turkish economy in 
1972, in which prices, in spite of an unfavourable agri- 
cultural year, increased considerably less than in 1971, 
although the increase was much higher than in other 
south European countries except Yugoslavia. 


After expanding by over 11 per cent in real terms in 
1971 GNP in Cyprus probably grew in 1972 by about 7 per 
cent. The decrease in the rate of growth originated in all 
goods-producing sectors, and only some service sectors 
and public utilities exceeded the very fast growth achieved 
in 1971. Price increases have remained relatively moderate 
with only a slight acceleration in the retail price level 
(a rise of 4.8 per cent in 1972 against 4.1 per cent in 1971). 


A commercial agreement between Cyprus and the 
EEC was signed in December 1972. The first phase of the 
two-stage agreement has started to be implemented in 
February 1973. The EEC has granted a 70 per cent 
preference to Cyprus on industrial goods and a reduction 
of 40 per cent in the common external tariff for citrus 
fruit. 

According to the few indicators available for Malta, 
domestic final demand seems to have stagnated in 1972. 
A slight increase in unemployment, the sharp curtailment 
of government capital spending, the decline in buildings 
completed and the stagnation of imports point in the 
same direction. The most dynamic sector of the Maltese 
economy in 1972 has been exports of goods which 
increased (in the first ten months) by 42 per cent in value 
terms. The retail price level which had changed little in 
1970 and 1971, increased by 8 per cent between November 
1971 and November 1972 mainly due to increases in food 
prices and also public services. 

Malta’s official external reserves increased by more 
than £20 million between October 1971 and October 1972, 
partly because of the improvement in the merchandise 
trade balance, partly because of the receipt of foreign 
grants and loans (from Italy and China) and also because 
commercial banks sold about £10 million of foreign 
exchange to the Central Bank. 


(ii) Trade and payments 


As in other countries, trade flows in Greece accelerated 
rapidly in 1972 reflecting not only a more buoyant world 
trade but also the very rapid expansion of the Greek 
economy. 

Payments for imports (in current dollar value) rose 
by 25 per cent in 1972 compared with 13.6 per cent in 


1971. All major groups of imports shared in this rapid 
increase; but imports of capital goods and construction 
materials rose faster than imports of consumption goods. 

Exports from Greece (also according to payments data), 
grew exceptionally fast in 1972 (33.7 per cent). This was 
associated with the rapid expansion of the country’s 
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major foreign markets. Particularly significant was the 
performance of manufactured goods and petroleum 
products. Exports of textiles, which carry the heaviest 
weight in the group of manufactured goods, and steel 
plates almost doubled. Exports of aluminium—the 
production of which is linked to foreign investment— 
increased by 14.6 per cent, while exports of chemical and 
pharmaceutical products rose by 49.4 per cent. Despite 
the exceptionally rapid growth of domestic constructron 
activity, there was a further increase of cement exports 
(55.3 per cent). Exports of nickel, which declined drasti- 
cally in 1971, somewhat recovered in 1972, but their level 
was still well below that of 1970. Exports of agricultural 
products increased considerably faster than in 1971, 
following the improved performance of Greek agriculture 
in 1972. Particularly important was the performance of 
the exports of tobacco (+23 per cent), still by far the 
most important single export item. 


In spite of the considerably faster rate of export growth, 
the trade deficit widened in 1972 by some $269 million, 
but the surplus on invisibles increased; following 
the pattern of recent years,59 there was only a minor 
increase of $47 million in the country’s current 
deficit. This was more than offset by a sharp increase in 
the net inflow of foreign capital, which reflected mainly 
a substantial increase in suppliers’ credits and borrowing 
by commercial banks and financial institutions. This led 
to a further accumulation of official monetary reserves of 
$501 million. 


According to preliminary data for the whole year, 
exports from Portugal increased by 18 per cent (at current 
escudo value) and imports by 17 per cent. There has 
therefore been an acceleration of trade flows which 
seems to have been more important in the case of exports. 
The trade deficit widened by some $160 million. Exports 
to foreign countries have expanded considerably faster 
than over-all exports, as the new payments agreements 
with the dependent “overseas provinces” have brought 
about a decline in metropolitan exports to them. There 
were particularly large increases in exports of textiles 
(20 per cent), paper pulp (33 per cent), port wine (34 per 
cent), tomato juice, canned fish and cork. The main 
decline in exports took place in minerals (wolfram). 


The increase in imports was particularly large for 
machinery (24 percent), transport equipment (30 per cent, 
mostly aircraft), and textiles (23 per cent). 


Available payments data for metropolitan Portugal 
cover only the first half of 1972 but partial data on tourist 
arrivals and private transfers combined with the registered 
increase in foreign exchange reserves suggest that the 
increase in the net invisible surplus has been greater than 
the widening in the trade deficit and that the current 
balance surplus might have increased slightly. 


| Measured in current peseta value, imports into Spain 
increased in 1972 by some 26 per cent and exports by 


59 Arrivals of tourists and receipts from tourism continued to 
increase fast. Their rate in 1972, however, was lower than the 
exceptionally fast rate of 1971. Tourist arrivals increased by 23 per 
cent in 1972 compared with about 40 per cent in 1971. Receipts from 
tourism increased by 28.6 per cent in 1972. 


19 per cent. On the basis of cash data on balance of 
payments for the period January-October and on trade 
data for the full year, it is estimated that the fo.b.-f.0.b. 
(transaction based) trade deficit has increased by 650 
million current dollars to a total deficit of $2,250 million. 
The increase in the net service and transfer surplus seems 
to have been lower. Thus it seems likely that the cur- 
rent account surplus has been in 1972 somewhat lower 
than in 1971—$650 to $700 million as against 856 million 
in 1971. 

An increase in the net capital inflow seems to have 
occurred in 1972; thus the over-all balance, which was 
$1.35 billion in surplus in 1971, may have remained 
substantial. The greatest increases in imports took place 
in transport material (there was a seven-fold increase in 
aircraft imports), machinery and precision instruments 
and textiles, while imports of minerals increased much 
below the average. The increase in exports was partic- 
ularly important for manufactured goods, especially 
for transport equipment (boats but also motor-cars), shoes 
and textiles, while the exports of food products expanded 
by about 10 per cent (current peseta value) and exports of 
minerals grew very little. Excluding machinery and 
chemicals, all other manufactured goods exports increased 
at a faster than average rate. 


These developments have led to a considerable increase 
in the foreign exchange reserves of Spain which at the end 
of 1972 exceeded $5 billion. 


Foreign trade also accelerated in 1972 in Turkey. 
According to official forecasts, exports in 1972 might reach 
$840 million which represents a growth of 24 per cent 
(against a value increment of 15 per cent in 1971); but 
data for the period January-October show an increase 
of 46 per cent (in current dollar terms) and therefore it 
seems likely that the official forecast could be surpassed.® 
The major increases in exports were in traditional exports 
(cotton, tobacco, hazelnuts, sultanas and citrus fruit), 
but there were also encouraging increases in some manu- 
factured exports (leather goods and textiles). According 
to official forecasts, imports ® will increase in Turkey 
in 1972 by nearly 25 per cent (in dollar value, pre-1973 
devaluation); partial data suggest that the forecast might 
be surpassed. The largest increase was for machinery 
(under the influence of higher investment demand), 
followed by consumer goods, while raw material imports 
increased at a lower rate. Official forecasts show an 
increase in the trade deficit of $126 million, offset by 
an improvement in the invisible balance of over $200 
million, fully accounted for by a rise in workers’ remit- 
tances. Uncertainty on the foreign exchange markets may 
have involved a lag in the repatriation of migrant funds 
but, as mentioned above, this factor might-be offset bya 
lower than expected trade deficit. The over-all balance of 
payments of Turkey is expected to be less favourable than 
in 1971 because of a smaller capital inflow and very much 
increased debt payments. 


80 In dollar terms the value figures would be increased by roughly 
5 per cent. 


81 Part of the increase reflects the change in parities. 


62 Data for imports into Turkey here include gifts and imports 
under aid programmes. 
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‚ The most striking feature of the Greek economy in 1972 
was the reconciliation of a very rapid rate of expansion 
with relatively low price inflation and external equilibrium, 
Growing concern with price increases, however, led to 
the setting up in May 1972 of a special committee on 
prices and incomes. Relative price stability seems to have 
continued up to early 1973 and presently the only dangers 
to over-all demand equilibrium seem to be on the one 
side, an overheated construction sector and on the other, 
to the forecast widening of the 1973 budget deficit. If this 
is financed through internal borrowing as planned, it will 
imply a transfer of savings from the private to the govern- 
ment sector and will not be in itself a source of inflation. 
Recent policy measures have been adopted to limit 
excessive demand in sectors particularly sensitive to 
pressure and, at the same time, to maintain a long-term 
policy of structural reform aimed at high medium- and 
long-term growth.® In late December 1972 a number of 
general and selective measures were announced in order 
to discourage the development of inflationary pressures. 
Among the first and most important are the increase in 
the deposit ratio requirement of commercial banks (to 
mop up excessive liquidity) and the tightening of consu- 
mer credit conditions. To prevent an overheating of the 
construction sector, the most operative measures are the 
ban on new mortgage bank loans (except for housing 
loan account depositors and holders of convertible 
currencies) and the suspension (for six months) of credits 
granted to building enterprises. Total expenditure under 
the 1973 budget is expected to show a 20 per cent increase 
over the total expenditure foreseen in the 1972 budget. The 
budget for 1973 allows for a deceleration in the rate of 
growth of current expenditure, but a higher rate of 
increase of investment expenditure, which is expected to 
grow by 40 per cent. The 1973 budget provides for a 
considerable widening of the over-all deficit which is 
expected to be financed mostly through a substantial 
increase of internal borrowing. The budget is based on 
the assumption that the gross national income will 
increase in 1973 by 8.5 per cent at constant prices and 13 
per cent at current prices. This implies an increase in 
prices of 4.1 per cent, which is similar to that of 1972. 
In order to limit, at least for a certain time, the inflationary 
effects of increased public expenditure, it was announced 
in late December 1972 that total government expenditure 
during the first quarter of 1973 will be kept at the same 
level as in the corresponding period of 1972. The main- 
tenance of the present low level of inflationary pressure 
therefore seems to depend on the time pattern of the 
effects of all the anti-inflationary measures. Government 
expenditure would thus accelerate only when consumers’ 
expenditure and excessive residential construction decel- 
erate. Presently, the output forecast seems more reliable 
than the official price expectations. The year will be the 
first of the new five-year development plan (1973-1977). 
Although its full text has not yet been published, it has 


63 Greece: Economic News, No. 57, Athens, January 1973 and 
Special Issue, January 1973. 


я (iii) Policies and prospects 


been announced that an annual average rate of growth 
of output of 8 per cent is aimed at. 


As in previous years, the main problem of economic 
policy makers in Portugal in 1972 has been the imple- 
mentation of structural reforms and, more recently, the 
containment of inflation. In the field of structural reform, 
the most important measure has been the definition of 
the guidelines of the industrialization policy set out by 
the new Law on Industrial Development of April 1972.64 
The Law defines the fiscal and credit stimuli which might 
be granted to industries of particular importance for the 
development of the country. Furthermore it envisages the 
creation of a new autonomous body (attached to the 
Ministry of the Economy), the Fund of Industrial Devel- 
opment (Fundo de Fomento Industrial), which will advise 
the Government on the granting of incentives to certain 
branches or projects, proposing State participation in the 
capital of certain enterprises, promoting industrial con- 
centration, feasibility studies, programmes for manpower 
and professional training, etc. It is of course too early to 
judge the likely dynamism and efficiency which might 
be given to the industrialization policy of Portugal by 
this new institution (F.F.I.) which will be in charge of 
defining the framework of a more decisive industriali- 
zation drive; but it seems clear that among the new guide- 
lines some had already started to be partially implemented 
before the existence of this new instrument. 


In the field of short-term policies, 1972 ended in 
Portugal with the enactment of new anti-inflationary 
measures in the monetary and credit fields 66 for, although 
it has been officially stated that the main causes of infla- 
tion in Portugal are of a structural nature, it was thought 
that the main factor in the recent excessive demand 
pressure was excessive liquidity and increase in credits. 
The 1973 budget seems rather expansionary. Total expen- 
diture is expected to increase by 18 per cent, ordinary 
expenditure will expand by 20 per cent and extraordinary 
by 15 per cent. Expenditure under the Third Development 
Plan (ending this year) is to be increased by 35 per cent,®? 
in an obvious attempt to meet lagging investment targets. 
The greatest increases in ordinary expenditure are accoun- 
ted for by public health and education. 


Of great consequence for the future of the Portuguese 
economy has been the new commercial agreement with 
the enlarged EEC signed in July 1972. The enlarged EEC 


64 The law has not become operative yet, due to the long time lag 
between the enactment of a law and of the regulations of actual 
implementation. 

65 The restructuring subsidies to the fishing sector (October 1972), 
the grouping of cutlery enterprises for purposes of export promotion 
and the concerted action agreements for export promotion (October 
1972), the new rules on car assembly plants (May 1972), all seem 
to correspond to the new lines of industrialization, export-oriented 
policy. 

66 Among them are the following: the discount rate was increased 
by % per cent, the liquidity ratio of commercial banks was increased 
by one per cent, cash ratios were increased and a special saving 
deposit account was created. 

67 Part of this expenditure is for projects in overseas provinces 
such as the Cabora Bassa dam on the Zambezi river. 
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will start reducing the common external tariff in April 
1973 on industrial goods imported from Portugal; free 
entry of Portuguese industrial goods will take place after 
July 1977. The EEC “sensitive product list”, in which 
EEC tariff disarmament will take longer and other trade 
obstacles will continue to exist, includes some products 
(paper, cork, textiles and clothing) in which Portuguese 
exports have been in recent years particularly dynamic. 
Portugal obtained several important concessions for 
some agricultural goods of particular importance to the 
country (tomato concentrates, wines). Portugal’s tariff 
reductions will last until 1980 and for some products until 
1985; special safeguard clauses for new industries and 
most goods under the annex “G” of the EFTA treaty were 
granted to Portugal. 

Prospects for expansion ir Portugal in 1973 appear 
satisfactory. Investment is expected to accelerate and 
foreign demand appears to be continuing to act as an 
important stimulus. However, the latest (September- 
October 1972) short-term trend inquiry of the Corpo- 
ration of Industry is rather inconclusive. In general, its 
results indicate a slowdown of industrial activity during 
the next semester (i.e. up to March 1973), but it may be 
recalled that the March 1972 inquiry also foresaw a 
slowdown which does not appear to have taken place. 
Moreover, capacity utilization seems to remain at an 
even level and a recovery of foreign demand of industrial 
products is generally expected. 

Economic policy measures in Spain at the turn of 1973 
are characterized by the double aim of trying to maintain 
a sustained rate of expansion while containing price 
increases within reasonable bounds. Thus a rather liberal 
monetary and credit policy has been combined with the 
setting up of some direct measures of price control. The 
measures, aimed at accelerating the rate of expansion in 
1972 by stimulating investment, have had a good measure 
of success but at the turn of the year it appears that 
investment has lost part of its early 1972 impetus, while 
consumption demand has been accelerating. 

Official forecasts put the GNP growth for 1973 at 7 
per cent in real terms and about 14 per cent in current 
value but, understandably in the present state of un- 
certainty about the relative strength of demand forces, 
no sectoral demand forecasts are given. A recent business 
inquiry of the Syndicate Organization shows that the 
private sector expects a deceleration of investment in 
1973 and an acceleration of consumption with about the 
same degree of inflation; and the latest issue (January 
1973) of che monthly inquiry of the Ministry of Industry 
shows substantially the same results. At present (March 
1973), it appears that consumption demand is accelerating 
and it is clear that capacity margins are presently un- 
comfortably narrow; it would thus not be altogether 
surprising (if incomes and consumption increase suffi- 
ciently rapidly during early 1973) to see a new acceleration 
of investment demand before the end of 1973 in which 
case the present forecast on total output growth might 
prove to be low. The most recent policy measures of the 
Government ® and particularly the most important one, 


ee An example is the increase of certain liquidity ratios in February 
1973 combined with a doubling of credit ceilings for housing con- 


struction. 


the State budget for 1973, appear to incorporate a flexible. 
attitude. The Minister of Finance has produced for the 
first time not only estimates for the central government 
budget, but also for the public sector as a whole, including 
public administration, social security and autonomous 
bodies. Total expenditure of the public sector is expected 
to increase by 12 per cent. Total central government 
expenditure—which accounts for 47 per cent of the total 
public sector—is expected to increase by 13 per cent. The 
effect of the public sector on total demand in 1973 is 
supposed to be neutral in the sense that it should increase 
pari passu with GNP in value terms; however, it is less 
expansionary insofar as public debt issues will cover only 
1.5 per cent of central government income and current 
government saving will finance 44 per cent of investment 
expenditure. An element of flexibility is given by the 
authorization to incorporate into the 1973 budget the 
carry-overs of pending investment credits which presently 
amount to some 20 billion pesetas, i.e. total central 
government expenditure could be stepped up from the 
increment of 13 envisaged at present to about 18 per 
cent over 1972, ae 

According to the 1973 Plan programme for 1973, GNP 
in Turkey will continue to expand at about the same rate 
as in 1972 (7.5 per cent in 1973 against 7.3 per cent in 
1972), but total resources will expand considerably faster 
due to an increase in the current deficit equivalent to 
roughly one per cent of GNP. Public sector demand, 
both for investment and consumption, is expected to 
accelerate thus compensating for the deceleration of 
private demand. Total consumption will accelerate under 
the influence of greater public consumption and gross 
fixed capital formation is still expected to be the fastest 
expanding final demand sector; but due to the slowdown 
in the growth of private investment its growth will be less 
than that achieved in 1972. Most of these forecasts 
depend to a great extent on the availability of foreign 
credit and on the accuracy of the budget forecast. The 
present, comfortable level of foreign exchange reserves 
and the recent IBRD and credit aid from the Federal 
Republic of Germany imply that an increase in the current 
deficit is feasible, but more uncertainty prevails as to the 
1973 budget forecasts. The consolidated State budget 
shows that total public sector income will increase by 
15.7 per cent in 1973. 

Thanks to improvements in tax-collecting systems, 
public income from taxes is expected to rise by 17.3 per 
cent. The largest increase is expected from wealth tax, 
with a 27 per cent increase in 1973. Public expenditure 
will grow by 11.4 per cent and the difference between 
expenditure and receipts will be T£4,920 million (com- 
pared with T£6,255 million in 1972), which is expected to 
be partly balanced by internal debt of around T£4 billion 
(2.5 billion in 1972), thus leaving a gap of about T£920 
million (compared with T£ 3,755 million in 1972 or 1.7 
per cent of GNP in 1972). 

The investment programme for 1973 aims at T£49,175 
million of fixed capital investment (at 1972 prices), of 
which about 54 per cent in the public, and the rest in the 
private sector. Of this total fixed capital investment, 
which represents an increase of 16.4 per cent on 1972 
provisional results, 44.1 per cent will be directed towards 
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industry, 11.7 per cent to agriculture, and the remaining 
44.2 per cent towards the service sector. At 1972 prices 
industrial sector investments are expected to increase 
by 24.3 per cent in 1973. The State budget expenditure 
planned for 1973 on public investments is expected to rise 


by 38.2 per cent, its share of total public expenditure pas- 
sing from 16.1 per cent to 19.6 per cent. If public receipts 
do not increase as expected, the investment programme 
will need to be revised downwards or else inflation will 
again be very serious in 1973. 


(iv) Yugoslavia 


The annual rate of growth of the Yugoslav economy 
has continued to fluctuate and in 1972 it was lower than 
in any of the preceding three years. Since much of it was 
due to temporary circumstances, growth is expected to 
accelerate again in 1972. At the same time demand re- 
mained excessive and inflationary pressure continued, but 
great efforts were made to improve anti-inflationary 
machinery in order to restrain the growth of prices in 
1973. Nevertheless, there was a substantial improvement 
in the balance of payments which, at the beginning of 
1973, permitted a substantial liberalization of imports and 
foreign payments (see table 5.2). 


The growth of output, supplies, inputs and productivity 


Between 1971 and 1972 the rate of growth of output 
declined from 9 to 5 per cent. Practically all sectors of 
the economy contributed to this slow-down, but most 
of all agriculture and construction where output virtually 
stagnated. Moreover, in contrast with the preceding 
years, supplies to the domestic market increased even 
less—by roughly 4.5 per cent compared with 10 per cent 
in 1971. This was because the deficit on foreign trade 
account was cut by one-third and only partly offset by 
stock decumulation. 


Apart from bad weather which affected agriculture, the 
decline in the rate of growth in 1972 may also be attributed 
to insufficient supplies of material inputs and to a lack of 
liquidity in enterprises, which adversely affected capacity 
utilization and, in turn, productivity in industry and 
construction. The problem of material input supplies has 
existed for a long time but it grew worse in 1972. It has 
been caused by adverse terms of trade of agricultural and 
basic industrial products, which prevented an adequate 
expansion of their capacities relative to the needs of manu- 
facturing industry. Until 1972 this gap had been offset 
by a fast increase in imports of inputs which adversely 
affected the foreign balance. However, in 1972 this off- 
setting was avoided precisely to improve that balance. 
Domestic supplies were further affected by exports of 
these products which rose sharply because of higher 
prices abroad than at home. 


The lack of credit is another constraint which continued 
to weigh heavily upon the growth of industry although 
it was not worse thah in 1971; because of this domestic 
engineering producers have been able to capture only 
25 per cent of contracts for large industrial projects at 
home, while taking account of all other factors their share 
could easily have been nearer 40 per cent. 


In contrast, supplies of other factors of production 
continued to be elastic: non-agricultural employment 
increased, as in 1971, by more than 5 per cent (unemploy- 
ment and applications for new jobs remained unchanged 
—140,000 and 290,000 respectively, and 40,000 people 
went abroad) and, since the investment ratio has been 
increasing in recent years, additions to capacities con- 
tinued to be substantial. 


In 1971 and even more in 1972 much has been done to 
relieve these constraints: prices of metals, some fuels, 
food and inputs originating in agriculture have been 
raised and recently a special fund has been set up to 
finance the sales of capital goods in the domestic market. 
The pattern of industrial investment has improved and 
this has already led to changes in the industrial structure 
(see text-table below). 


Ratio of branch growth rates to growth of total industrial output 


Annual average 


1963-1970 1971 1972 
Рес 1.24 1.30 1.40 
Ferrous metallurgy ...... 1.09 1.2 1.14 
Non-ferrous metallurgy ... . 0.59 0.20 1.63 
Non-metallic minerals... . . 1.28 1.20 0.25 
Electro-engineering ...... 1.41 1.40 1.17 
Salto) MONO: боб 6.0 om o © 1.40 0.10 3.25 
Othermetaliusing)? =. 4 1.02 0.80 0.50 
Chemicals cern oc ee een 2.32 1.70 1.63 
Пе ее 1.24 1.10 1.45 
Construction materials 0.98 1.10 И 
Footwear and leather ..... 0.56 1.00 1.50 
ое, оон 0.62 0.70 1.30 
Papen a teut seu aoe es 1.23 0.90 1.30 
FOOd Processing sree ss 0.86 1.20 1.00 


Source: National statistics. 


Demand, prices and liquidity 


Against an increase of 4.5 per cent in the supply of 
real resources (roughly 10 per cent in 1971), total expen- 
ditures went up by 21 per cent (some 28 per cent in 1971), 
the price deflator thus rising by almost 16 per cent (about 
the same as in 1971). This price increase is explained by a 
combination of cost and demand inflation as well as the 
20 per cent devaluation in December 1971 and the relative 
price adjustments made in 1972 (see above). 
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TABLE 5.2 
Yugoslavia: Selected indicators 


Зерна teat eget ae Sig) 2 Geen ФА" ere SP eee eee ee 


Absolute Annual compound Annual percentage change 


“71070 1900-1970 1969 1970 1971 1972 
Output, volume (billion dinars) 
GMPAVOlUMes т. 157.2 6.6 10.0 6.0 9.0 - |. 
УЕ ПО ОНО 5 сорроеюесо баз 55.3 8.4 11.6 9.0 10.3 . 
of which: 
(5 о A oa a po oo oom ao aE Sheil 9.6 9.9 11.0 pe 
Сара о ее ее ых 7.6 12.0 9.5 о a 
WOMEN OER, 5 6 6 5 oO BO oo eo ais 8.2 12-2 8.7 № re 
Industrial output perworker . ......... ae зу, 8.0 5.0 : an 
(Фобии ро see se ee eee cet 14.2 4.1 9.0 9.0 2.0 ry 
Agricultural сора И eee te ee ce 31.3 2.67 10.0 —4.0 7.0 _ 
Expenditure, volume (billion dinars) с 
(НОЧИ ИЕ сб оообосбвоово 517 6.6 6.2 17.0 8.5 = 
RSMO ОИ ОО о об oo oo be oO 86.1 6.6 7.8 8.4 8.0 € 
Collectiverconsumption-mr isnt amnion mone 16.0 5.3 7.4 5.4 9.0 
Foreign trade, value ($ million) 
EXpOrts'/-O.D Mewes gered ees Reais nee 1 679 11.6 16.7 13.9 8.1 18.0 
а р Ws We teen Re sees ethene cts 2 874 13.2 18.8 34.7 13:2 —5.4 
Gold and foreign exchange тезегуе. ....... 140 Е 254 140 400 800 
Employment (thousands) 
Non-agriculturalemployment. ......... 3754 3.0 3.8 7 > ae 
Registered unemploye@?. ........... 141 a 170° 141, 144, ео 
О ой ом 25 7 218 25 27 26 
Wages (dinars - current) 
INGE GRAINS eR © 6 0 6 o Gob 6 6 6 Ai 6.6 6.9 75 5.0 3.0 
Nominal monthly income (billion dinars). . . . . 106.0 i 25 25-1 30.5 28.0 
Personal disposable income (billion dinars) .... 100.9 = 22.0 25.5 31.0 28.0 
Household savings (billion dinars). ....... 21.5 at 36.6 SH ieT) 47.4 34.3 
Prices 
Retail priceswes о ое et eee ets в о 10.5 7.0 10.0 15.0 15.6 
Producers’ prices of industrial products. ..... 5.0 3.0 9.0 15.0 11.0 
Producers’ prices of agricultural products. . .. . iyi 9.0 15.0 26.0 22.0 


rn А А«/’З„’З„„„„З„„„Э’Э’З ЗА —./« 


ЕН eee 
Amount outstanding December 1969 November 1970 November 1971 
end December 1970 to December 1970 to November 1971 to November 1972 


Liquidity© (in million new dinars) —— Changes in million dinars 
Bankcredit Hien a aly ee ery ов eee 58 898 10 950 779 19 324 
Blockedtaccounts amie nen nee . 20 207 2 828 2416 5 616 
Sales or purchases of foreign exchange and others. 14 976 1395 10485 9 246 
ОЕ ИО ОУ 5 а оно бообове 53 667 5 8 848 (EP ec! 

Money supply ..... а Tere oe 37 029 6 201 5 860 14 950 
Currency in circulation. . oY re 14 942 3 007 3 036 5 136 
GO ИИ о 6 6b Go 6 5 a 6 ee oo 191813 3 196 21902 8 531 
of which: Enterprises alone. ....... 7 462 ТУ 1053 3 403 

Ploat as we о a 2 274 —2 —98 1 283 
NN OVINE SEU CONUS, оо вые 16 638 3 136 2 988 8 004 


Sources: National statistics. © Currency in circulation is almost exclusively in the hands of population as are 


@ Based on average for 1960-1961 and 1970-1971. about 70 per cent of sight deposits; the bank credit goes primarily to enterprises— 
о x у pris 
© End of year total dia thousands), (87 per cent) then to Government and only 7.2 per cent to population. 
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In 1972, unit wage costs outside agriculture increased 
by 16.7 рег cent and in agriculture by more than 20 per 
cent (in 1971 by roughly 14 and 15 per cent respectively), 
These contributed heavily to the 11 and 23 per cent 
increases in industrial and agricultural producers’ prices 
_ respectively (15 and 26 per cent respectively in 1971) and 

also to the 28 per cent rise in total money incomes (32 per 
cent in 1971). Furthermore, through taxes on income and 
sales the rise in wage costs contributed to a 20 per cent 
increase in budgets and various social funds (i.e. slightly 
less than in 1971). Since sales on credit declined and 
taxes and savings both increased by 20 to 24 per cent, 
private expenditure rose approximately by 23 per cent, 
but in real terms private consumption by only 5 per cent 
(8 per cent in 1971). The volume of retail sales rose by 9 
per cent (13.6 per cent in 1971) mostly because of a 10 
per cent increase in domestic output of consumers’ 
goods and the reduction of stocks. Wage costs also 
greatly influenced the expansion of capital formation, 
which in value terms rose by 16 per cent but in volume 
by roughly 4 per cent (8.5 per cent in 1971). The expansion 
of capital formation was largely based on a 6 per cent 
increase in the domestic output of capital goods. 


Demand was further boosted by a very fast expansion 
of exports and money supplies. In 1972 exports increased 
by almost 18 per cent while imports declined by 5 per cent. 
In contrast, in the preceding three years the demand 
multiplier was adversely affected by a much faster growth 
of imports than of exports. In money markets, the novelty 
in 1972 was a fast expansion in supplies of liquid resources 
on account of improvements in the balance of current 
account: in this way, 7.5 billion dinars were added to 
money supplies in 1972, whereas in 1971 the rise was 
considerably less. Despite this the credit policy of the 
National Bank continued to be expansionary. In fact, a 
compensatory credit policy of the National Bank was not 
practicable for several reasons. First, a considerable part 
of liquidity arising from the improvement in the current 
balance raised private income and since the banking 
system is inefficient even the part of this income saved 
could not have been channelled quickly as loans to 
enterprises and budgets. Secondly, the rises in wages and 
budgets which, under the conditions of blocked prices 
and inefficient banking, impoverish the working capital of 
enterprises, necessitated new credits to replenish enter- 
prise liquidity in order to avoid serious interruptions in 
production. ® This is an important reason why inflation 
and liquidity shortage go together. Finally, lack of co- 
ordination between the decentralization of revenues and 
financial responsibility of the federal bodies necessitates 
heavy borrowing from the National Bank. The demand 
for credit is anyway strong because its real interest rate 


69 A lot of this goes back into wages. In fact 87 per cent of these 
credits are extended to enterprises but their share in liquid resources 
is about 20 per cent as compared with 43 per cent for the personal 
sector (in Giro accounts alone these proportions are 38 and 35 per 
cent respectively). The re-distribution comes mainly through pay- 
ments of wages and taxes. This can be seen in table 5.2 which indi- 
cates the creation and the use of money. This circle can be broken 
only by income policies. 


has been negative for a number of years. In the end, 
liquid resources increased by some 35 per cent (in 1971 
by some 17 per cent), whereas prices are sensitive to an 
8.9 per cent increase in money supply.” 


The balance of payments 


In foreign trade and payments in 1972, there was a 
marked departure from previous trends. First, exports of 
commodities grew at a record 18 per cent in total and by 
24 per cent to countries with convertible currencies, as 
compared with 8.1 and 5 per cent respectively in 1971. 
Moreover, exports of all product groups rose rapidly, but 
especially of machinery (16 per cent, the same as in 1971), 
other manufactured products (17 per cent as against 8 
per cent), raw materials (19 per cent as against 2 per cent) 
and foodstuffs (24 per cent as against 0 per cent). Secondly, 
after booming in preceding years imports declined in 1972 
by 5 per cent, and imports of almost all groups of commod- 
ities and from all regions went down. As a result, the 
deficit in this trade, which had grown in preceding 
years, declined by one-third (from $1.45 billion in 1971 
to $1 billion in 1972). Thirdly, after a rapid rise in exports 
of services (invisible earnings reached $1.7 billion), the 
current account was in substantial surplus for the first 
time. Fourthly, with a further increase in the inflow of 
foreign capital, foreign currency reserves doubled and 
for the first time were equivalent to more than three 
months’ imports (see text-table below). 


Balance of payments—cash basis, in $ million 


Prospects 


1971 1972 


for 1973 

Current account (including interest) . 10 200 increase 
Repayment ofloans ....... —470 —440 —750 
Balances. tds «uc ое —460 —240 Be 
Inilow.Or capital acm nena 860 1040 1050 

of which: 

eek 6 ob 5 GO o oO are 420 500 470 
credits for investment ..... 440 540 580 

Currency тезегуе 5 5 5... 5 400 800 increase 


Apart from buoyant demand abroad and improvements 
in the terms of trade, various policies are also responsible 
for the changes in the above trends. First, there were two 
devaluations—17 per cent in January and 20 per cent in 
December 1971. Their importance can be judged by the 
fact that until 1972 some 75 per cent of the foreign trade 
deficit was due to an over-valued exchange rate. Secondly, 
the freezing of some domestic prices made some exports 
more profitable than sales at home in 1972. Thirdly, the 
financing of exports improved while imports were restrict- 
ed by reductions in credit and foreign currency quotas, 
by increases in some duties and by the release of stocks. 


70 Finansije 9-10/1972, pp. 476. 
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These factors, together with other domestic policies, made 
for the fact that in real terms domestic consumption 
increased less fast than domestic output. Finally, the 
domestic rate of interest became attractive for remittances 
and foreign capital while rising liquidity shortage at home 
pressed on enterprises and commercial banks to borrow 
abroad. In order to slow down further rises in short-term 
debt the authorities now enforce a payment of 75 per cent 
interest-free deposits in domestic currency before any 
new borrowing can be made in financial markets abroad. 


Prospects 


The major objectives of economic policies in 1973 are: 
an acceleration in the rate of growth of over-all output 
and a continuation of structural changes, further improve- 
ments in the balance of payments together with further 
liberalization of imports and foreign payments, an easing 
of tension in the domestic market, an acceleration of 
capital formation and an improvement of liquidity at the 
level of enterprises (see text-table below). 


Major indicators of economic activity in 1973 


(Percentage increase over 1973) 


SS re 


Grossimaterialyproduct) 0.0) re 6-7 
of which: 
Industiy; ferret ie oa teehee ae 7-8 
INANCUIANES bop & Boo G o ¢ 2.5-3.0 
SMC. 6 o 6 boa Gb oo 6-7 
Construction. mn (625 
Employment outside agriculture 3-3.5 
Productivity outside agriculture. . . cc. 4 
Retailipricesaaacies oa ee eure wes «ox: 8 


Total domestic consumption ..... 6.0 
of which: 
PriVatC росе, О ies ot 5:5 
Golle chive a. 6.0 
Fixed investments ..... . 6.5 
StOCKSa о ра. inst eee 6.0 
Exports of goods and services 10-12 
Imports of goods and services 10-11 


The expected acceleration of the rate of growth of 
output is based entirely on the recovery of growth in 
agriculture and construction. Industry is expected to 
grow by a similar rate as in 1972. A cautious attitude in 
industry arises, first, from a slow-down in its rate of 
growth between March and October 1972, which was 
caused by difficulties with supplies of inputs and liquidity 
and, secondly, from the fact that the recovery after Octo- 
ber was very mild. Moreover, with the recent recovery of 
imports, supplies of inputs improved and with the improve- 
ments in financial instruments liquidity tends also to 
improve, but at the same time a slow-down in the inflow 
of new orders has occurred which works against an 
acceleration in the growth of industrial output in the 
near future. 


The reduction of the tension in the domestic market is 
expected to be achieved by a number of measures: the 
implementation of incomes policies negotiated in 1972 
(see the Economic Survey of Europe in 1971, part I) 
which should limit the growth of wages in enterprises; a 
wage freeze for six-months in trade and so-called non- 
productive services at November-December levels; limits 
to budgets to ensure they grow less fast than GNP; a 
reduction in deficit financing of extra-budgetary govern- 
ment obligations; an increase of turnover tax for luxury 
goods, and higher tax rates on the income of enterprises 
derived from excessive price increases; a slower rise in 
1972 of credits granted by the National Bank (liquid 
resources to increase by 13 per cent); and the continua- 
tion of 20 per cent compulsory deposits for new invest- 
ments in so-called non-productive services. 


The acceleration of investments and improvements in 
the liquidity of enterprises should come about through a 
certain re-distribution of income in favour of enterprises’ 
savings. Apart from incomes policies, which should stop 


excessive wage payments, enterprises’ savings ought to 
increase also on account of a gradual shift in the tax on 
enterprises from wages to total income per employee 
expressed in job evaluation units (which are at the mo- 
ment rather high), and the obligation on enterprises to 
increase the ratio of working assets to total income. Credit 
facilities should help investment in agriculture and basic 
industries. 


Among other things, these measures should lead to a 
slower growth of real domestic consumption than of 
real domestic output which should further raise the sur- 
plus on current account and the foreign currency reserves. 
Considering that these reserves have already reached a 
satisfactory level, the Government intends to introduce 
substantial import and foreign exchange liberalization 
during the first half of 1973. First, as from 1 January 
1973, imports of 1,500 items to the value of $430 million 
in 1972 have become free. This raises the proportion of 
liberalized imports in total imports from 29 per cent in 
1972 to 43 per cent in 1973 (the largest proportion of 
56 per cent is for intermediate goods and the smallest of 
35 per cent is for consumer goods). The effect of this 
measure On imports is estimated at $120 million, and has 
permitted a further liberalization of domestic prices. 


During the first half of 1973 a market for convertible 
foreign exchange will start to function. At the present 
stage its scope will be somewhat limited and will be 
organized in the following way: first, foreign currency 
must be repatriated but not ceded to the National Bank. 
This implies that enterprises and other organizations 
which earn foreign currency may use it freely for pay- 
ments for various services abroad and for payments of 
liberalized imports, but need to comply with currency 
regulations for payment of non-liberalized imports. Also 
they can sell foreign currency to commercial banks or the 
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National Bank or hold them on their accounts. The same 
applies to the purchase of foreign currency. Secondly, 
this market is an inter-bank organization operated by the 
Association of Yugoslav Banks in Belgrade. This implies 
that only banks are authorized to purchase or sell foreign 
currency for their own needs and those of their clients 
but they have to follow foreign currency regulations. Third- 
ly, in order to speed up circulation and meet some of 
their own obligations, the National Bank may oblige 
enterprises and commercial banks to deposit with the 
National Bank an amount of unused foreign currency, 
while the Federal Government may limit the time for 
keeping foreign currency in the above accounts (except 
for certain amounts which are considered as a kind of 
retention quota). Fourthly, this market deals with sight 
transactions but towards the end of the year it may also 
become the market for forward exchange. The exchange 
rate depends on supply and demand but the National 
Bank will intervene when the rate reaches 2.5 per cent 
above or below the official rate. 
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A few general points may be made concerning this 
market. First, it is the import and borrowing régimes 
which will basically determine the demand for foreign 
exchange, although with the existing extension of import 
liberalization much will depend also on how realistic is 
the exchange rate. Secondly, the principle of non-ceding 
of foreign currencies will stimulate exports and industrial 
co-operation with foreign firms. Thirdly, with the dis- 
continuation of administrative distribution of foreign 
currency and with more realistic prices permitted now 
by fluctuations within a 5 per cent margin, the allocation 
of foreign currency will become more efficient. Fourthly, 
evening out of demand and supply in the short run requires 
substantial foreign currency reserves which are considered 
adequate at the moment but must continue to rise. 
Finally, the Yugoslav authorities consider the introduc- 
tion of this market as a further step towards achieving 
full convertibility. It follows last year’s granting of 
permission to foreign residents to keep accounts in 
dinars in Yugoslavia and to freely dispose of them. 


CHAPTER 2 


RECENT ECONOMIC DEVELOPMENTS IN EASTERN EUROPE 
AND THE SOVIET UNION 


1. 


The combined national income! of the east European 
countries and the Soviet Union increased in 1972 by 5 per 
cent compared with 6.4 per cent in 1971. The slowing down 
in output growth reflected a deceleration in the growth 
rate in the Soviet Union (to 4 per cent of national income 
distributed), which was attributable largely to the effects 


1 National income refers to national income produced unless 
otherwise indicated. 


SUMMARY ANALYSIS 


of adverse climatic conditions on agricultural output. 
The national income in the east European countries 
increased by 7.5 per cent, a rate slightly higher than in 
1971. Although inter-country differences were rather less 
marked than in 1971, they were still substantial. National 
income in Czechoslovakia, the German Democratic 
Republic and Hungary increased by 5-6 per cent, in 
Bulgaria by about 7 per cent, in Poland by 9.5 per cent 
and in Romania by 10 per cent (see table 1.1). 


TABLE 1.1 


Sources of growth of the net material product 
(Annual percentage changes) 


1966-1970 
yearly 1970 
average 
Albania 
Net material product’. 42 4-4: 92 6 
Gross output 
О О ое eee sere, Ree 12.9 7.8 
Bulgaria 
INefematerialiproducternren mies 8.7 7 
Gross output 
У aie Be oho io a bene 10.9 9.3 
ее а 2 4. = af 4.79 4.1 
СНС О зоооообос 12.1 12.8 
Czechoslovakia 
Net material product ...... . 6.8 55) 
Gross output 
ок, ОСН Pe 6.8 8.5 
О 5 oo G 6 або 3.55 т] 
О ее S56 6 6 6 WE ee 
German Democratic Republic 
Net material product ....... 5.2 5.6 
Gross output 
Пу о 6.5 6.5 
И о 5 6 5 oo or 1.9%5 ВЫ) 
СООО о ва 8.3 5.6 
Hungary 
Net material product . .... 6.8 4.9 
Gross output 
Industtyeeceae ee oe a ee 6.2 9 
ИИ совр в ог 2.85 —5.7 
ОАО до seen 10.7 17) 
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1971-1975 
1971 1972 1972 1973 Plan 
Plan actual Plan yearly 
average 
13.4 112 9.2-9.9 
т 9 9.5 10.4 10.0-10.7 
7 са. 8 са 7 са. 8* 7.7-8.5 
9.5 oy | 8.3 9.9 9.2-9.9 
1.9 6.0 4.8 7.4 3.2-3.79 
5.9 
5.2 5.0 5.6 5.1 5.1 
6.9 5.3 6.4 5.8 6.2 
3.2 4.66 3.6 Bg 2.5*6 
9.7 We 9.6 47 6.7 
4.5 4.6 5.8 54 4.9 
5.6 5.5 6.3 6.5 6.0 
~0.9 " (10.7) 4.97 2.45 
5.3 3.5 4.3 7.6 5.0 
6.5 5-6 са. 5 4-5 5.5-6.0 
ii 5-6 5.6 5.5-6.0 5.1-6.0 
9.2 9:3 4 1-2 2.8-3.06 
7 3-4 1 4 7-8 
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Sources of growth of the net material product 
(Annual percentage changes) 


1966-1970 1971-1975 
yearly 1970 1971 1972 1972 1973 Plan 
average Plan actual Plan yearly 

average 
Poland 
Net material product... . 2... 6.0 
Gross output 5.2 8.2 6.1 9.5 1.9 7.0 
Industt yas ок 8.5 8 
Naas Pere oe is 5 8.3 7.08 10.7 97h 8.5 
В р р 2.95 2.2 a7 4.6 8.1 On 3.4-3,99 
OUSTEUCTION Е р tile eee 8.6 5.9 8.0 7:3 59 ТИ 
Romania 
(Netimaterial product (ее tell 6.6 
Gross output : 12.8 11-12 10 9.8 11-12 
О у 11.8 о 11 
Sie : : a] 11.0 У 14.7 11-12 
ее 4.25 =e 18.4 21.0 9.0 6.3-8.3В 
(COMMING 5 оса ааа 11.5 14.0 9.3 15) evs 
Eastern Europe! 
Netematerialeproductusrau- sen ne 6.5 5.6 7.5 
Gross output ca ie oe sy 
Е or cued. roe Se oper 8.0 8.5 Well 6.8 8.4 8.6 Teil 
Soviet Union 
Net material product ....... 77 9.0 са. 6 6.27 4* 6) shat 
Gross output 
Industry Sere Let tated ate vs $ oe 8.5 8.5 Hell 6.9 6.5 5.8 8.0 
о ee 3.95 10.3 1.1 са. 4.5 -4.6 12.6 3.92 
Оооо. > 7.4 11.4 8.8 9 са 7.5 
Byelorussian SSR 
INCtaIaterialepLroducty:. «1s! s) 1s 9:2 8 9 7.6 8 7 8.0 
Gross output 
Industry В seh ig) 12 12 8.3 9.7 7.9 9.6 
а о в ое Ис 5.75 3.3 2.2 са. 2 са. 8.55 
CONStIUGHOMN aise) ei eee») ke 31 15 11 9 
Ukrainian SSR 
Net material product > 2. =... - 6.8 6 6 5.6 3.5 6 6.6 
Gross output 
GUE огороде lo See Me 8.3 8 6.9 5.6 6.3 5 7.4 
Berane) he ee eee ee 3.25 3.3 6.1 . Ay i163 3.65 
Gonsttuctione =n ss a) ры 6.5 9 о 4 8 
Soviet Union and eastern Europe? 
Net material product ....... 7.4 8.0 6.4 6.3 5.0 6.3 7.0 
Gross output 
аа а а бо ce eee. 8.4 8.5 ИТ 6.9 7.0 6.6 7.9 


Sources: National statistics; CMEA Yearbooks; plans and plan-fulfilment reports. 
а Related to the 1972 plan target. 

> Annual percentage change within five years over the previous five years. 

с Original version 5.0 per cent. 

а Construction enterprises only. 

« Total construction plan 10 per cent, 


It appears that differences among countries in the 
changes in their respective rates of growth of national 
income were largely determined, as in 1971, by develop- 
ments in agriculture. The deceleration in the over-all 
growth rates of Romania, Hungary and the Soviet 
Union in 1972 was due largely to slower growth, or a 


т 


Including food processing. 

Including assembly works. 

Sales. 

Excluding Albania. 

Domestically distributed national income. 
Collective and State farms. 
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decline, in agricultural output, although in Hungary and 
the Soviet Union industrial output also increased some- 
what more slowly than in the previous year. By contrast, 
the faster growth of agricultural output was responsible 
for the acceleration in the over-all rate of growth in 
Czechoslovakia and for the greater part of the acceleration 
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Relative industrial growth coefficients” 


Country 196621970 НЯ ieee eee 
ЕЕ ЕЕ ee ee eee 
Ааа о. 1.40 1.05-1.08 ve Ыб 0.67 0.95 
Bulgaria gts amit п ое 125 1.16-1.19 1.36 US, 0.96 1.24 
Czechoslovakia warmest en neue 1.00 il, A? 1.39 1.14 1.06 1.14 
German Democratic Republic . . 1.25 1023 1.24 1.09 1.20 1.14 
JEMOONERIRY сою 6 6 5 6 GO oO 0.91 1.00-1.04 1.08 1:12 1.00 Shae? 
Ро оо о. 1.42 1.21 1.01 те, №15 1.23 
ЕЕ о о оо а в Е 1.53 1.00 0.91 1.17 0.96 1.50 
Bastern Вигоре?. ее. 1223 1.13 1.05 sh 1.05 125 
Sones Wien o os ao oot 1.10 1:12 1.28 1.63 ТТ 0.97 
WEIMER ле 5 2 a 6 6 1.34 1.20 1.33 1.21 1.09 1.13 
ОИ ISS ово ao ear №22 11 0.15 1.80 1.00 0.83 
Soviet Union and eastern Europe® 1.14 113 1.20 1.40 1.10 1.05 


Source; Table 1.1. 
а Excluding Albania. 


in Poland. Agricultural developments, which varied 
widely within the region, are reviewed in section 2 (i) 
of this chapter. 


The annual plans for all the east European countries 
and the Soviet Union envisaged some reduction in the 
rate of growth of industrial output in 1972, following the 
high rates achieved in the two previous years. Slower 
growth was recorded in Bulgaria, Czechoslovakia, 
Hungary and the Soviet Union, but the rates were 
nevertheless higher than anticipated in the first two 
countries. In Romania industrial output increased in 
1972 at the same high rate as in the previous year, while 
in the German Democratic Republic the rate of growth 
accelerated somewhat. But the main difference between 
the planned and actual rates was in Poland, where output 
increased by 10.7 per cent compared with 7.0 per cent 
foreseen in the annual plan. As pointed out in section 2 
(ii) of this chapter, inter-country differences in industrial 
growth rates during the past two years reflect to a consid- 
erable extent differences in the rates of growth of indus- 
trial employment, the increases in labour productivity 
showing comparatively little variation as between 
countries. 


While industrialization remains the cornerstone of 
growth policies in all countries of the region, the strategy 
of industrialization has undergone some important 
modifications in recent years. Emphasis has shifted from 
so-called extensive (or quantitative) growth to intensive 
(or qualitative) growth. In most countries, greater impor- 
tance has been given to the consumer-goods industries 
and to the growth of engineering and chemical industries 
(these developments are described in section 2 (ii) of 
this chapter). These structural shifts have been accom- 
panied by comprehensive managerial reorganizations, 
which have brought about changes in the institutional 
set-up and co-ordinating mechanisms, in the criteria of 


2 Because of the lack of statistical data on net industrial output 
(actual and planned) in recent years, relative industrial growth 
coefficients relate changes of gross industrial output to changes of 
net material product. Similar comparisons have been made in 
earlier secretariat analyses, for example, Economic Survey of Europe 
in 1971, part II, р. 109, | 


efficiency and in the methodology of defining success 
indicators. 

No country in the region envisages a higher rate of 
growth of industrial output in the 1971-1975 period than 
that achieved in the previous five-year period. Only 
Poland and Romania have planned similar rates of 
growth in the two periods, all other countries foreseeing 
some slow-down. 

The average coefficient of relative industrial growth 
for the east European countries increased from 1.05 in 
1971 to 1.12 in 1972 (see text-table above). Inter-country 
differences in the coefficients, which had been as wide as 
0.91 to 1.36 in 1971, were much less marked in 1972 
(1.09 to 1.19). In the Soviet Union the actual coefficients 
were higher than those implied in the annual plans, due 
largely to the lower than planned output of the agricul- 
tural sector. It would seem that regardless of differences 
in the policy of industrial expansion in relation to over-all 
growth, industrial growth has remained the main expan- 
sionary factor in economic development in most countries. 

Construction increased at considerably higher rates 
than over-all growth in Czechoslovakia and the Soviet 
Union in 1971 and 1972, and also in Poland in 1972. In 
the German Democratic Republic and Romania, the 
growth of construction slackened somewhat in 1972, 
while in Hungary the deceleration was more pronounced. 
However, this would appear to be a short-term develop- 
ment, the five-year targets for construction being above 
the corresponding rates for over-all growth in the German 
Democratic Republic and Hungary. 

Although long-run discrepancies between the rates of 
growth of national income produced (net material 
product) and of national income distributed (domestic 
expenditure on net material product) should remain 
within narrow margins, reflecting the long-term tendency 
to reach external stability,? short-term discrepancies may 


3 Economic Survey of Europe т 1971, part П, chapter 3. The ratios 
between average annual growth rates of national income distributed 
and national income produced for 1966 to 1970 in all east European 
countries, excluding Romania and Albania, ranged between 0.92 
and 1.09. The ratios of target rates in the 1971-1975 Five-year Plan 
for Bulgaria, Hungary, Poland and the Soviet Union range between 
0.94 and 1.04. 
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be significant. Even though the share of the foreign trade 
balance ш domestic expenditure is not substantial in 
these countries, changes in the foreign trade balance 
influence to a great extent differentials in the growth rates 
of net material product and of domestic expenditure. The 
available statistical data for four countries confirm these 
general considerations (see text-table below). 


The increase in the foreign trade surplus of Czecho- 
slovakia since 1970 has been associated with the slower 
growth of domestic expenditure than of net material 
product. In Poland, the increasing foreign trade deficit 
since 1970 has allowed higher growth rates of domestic 
expenditure than of material product. More pronounced 
differences in the relative annual changes of national 
income produced and distributed in the Hungarian 
economy have been accompanied by large fluctuations 
in the foreign trade balance; the 5 per cent increase in 
national income produced as against the 4 per cent decline 
in national income distributed in 1972 resulted in a radical 
change towards external equilibrium. The 1971 and 1972 
ratios of growth rates of domestic expenditure and nation- 
al income produced in the German Democratic Republic 
decreased sharply. 


In 1972, consumption rose slower than net material 
product in Bulgaria and Hungary, and at approximately 
the same rate in Poland, the Soviet Union and Czecho- 
slovakia (slightly below) (tables 1.1 and 1.2). The changes 
in consumption are reviewed in section 4. Changes in 
money incomes in 1972 were higher than planned in all 
countries for which data are available. The highest 


increase, slightly above 14 per cent compared with the 
planned 8 per cent, was recorded in ‘Poland. In Czecho- 
slovakia, Hungary, Poland and the Soviet Union, the 
rise in total money income exceeded the over-all rate of 
growth; in the German Democratic Republic the two 
rates were about equal and in Romania the rate of 
increase of money incomes was below the over-all rate. 

The consumer price index in Poland remained stable 
in 1972, but decreased slightly in Czechoslovakia and 
the German Democratic Republic. The retail price index 
in the Soviet Union apparently declined by 1.2 per cent 
in 1972 as a result of a downward revision of some prices. 
Prices were also revised in Bulgaria but this did not 
affect the retail price index. By contrast, the Hungarian 
consumer price index rose by 3 per cent, which was in 
accordance with the 1972 planned figure. In most coun- 
tries, price stability remained a major policy objective. In 
Poland, the two-year price freeze for food was extended 
to 1973. 

Changes in fixed capital formation are reviewed in 
section 3. Investment activity in 1972 varied widely as 
between countries, from a growth of fixed investment of 
22.6 per cent in Poland to a 2 per cent decline in Hungary. 
The greatest acceleration compared with developments 
in the previous year was recorded in Poland and Bulgaria, 
but significant increases also occurred in Czechoslovakia 
and in the German Democratic Republic. In Romania 
the rate of increase remained at the same high level as 
in 1971, while a slight deceleration took place in the 
Soviet Union and a much larger decline was recorded in 
Hungary. 


National income produced and distributed and the foreign trade balance 
(Annual percentage change and millions of US dollars) 


Czechoslovakia 
Income produced 
Income distributed 
Foreign trade balance. ...... 
Change in foreign trade balance 


SP eke) Vel tetas) ie) ia 


German Democratic Republic 
Income produced 
Income distributed . ....%. .-s 
Foreign trade-‘balance. ...... 
Change in foreign trade balance 


Sy) a he а ie 6, Ne) 


Hungary 
Income produced 
Income distributed 
Foreign trade balance. . ....- 
Change in foreign trade balance 


Poland 
Income produced 
Income distributed 
Foreign trade balance. ..--+- > 
Change in foreign trade balance 


а К ee" Xe 


1973 
1970 1971 1972 Plan 
5.5 5.2 5.6 Sigil 
4.9 4.6 5 
97 170 242 
72 73 72 
5.6 4.5 5.8 5.7 
7.0 2.6 5.1 
—266 116 322 
—296 382 206 
4.9 6.5 CaS 4-5 
11.8 11.2 —4 4.5 
—188 —490 126 135 
—345 —302 616 9 
5.2 8.2 9.5 7.9 
5.0 9.8 ily 9.7 
-60 —165 —401 —839 
8 —105 —236 —438 


2 


Sources: Tables 1.1, 1.2 and 5.4. 
а In million US dollars (1971 exchange rates). 
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TABLE 1.2 
Changes in domestically distributed net material product by major components 
(Percentage change over previous year ) 


De et О er ree 


НН 1972 1972 1973 
р #7 11h Plan actual Plan 


Bulgaria В 
Distributed net material product ........ 8.3 85 эй ah 7 
Consumption Фо sere бою ю мо И 6.0 i 50 5) 
Рае. пе с tad tot. oe 6.7 5.6 te ah ae Ки 
Зое о И а «verter © 10.6 4.1 Е ых oe Es 
ИЕ, бо своб Geo bo he oo 10.8 —1.0 —11 13 с 
Net fixed capital formation®. ......... 13.6 -5.8 ae Me: a 
Changes in Ри SER OP И at 9.8 
Czechoslovakia 
Distributed net material product ........ 6.9 4.9 4.6 a Sm 
(оО с © ooo 6 6 6 6 8 OB ooo 6 55 Zi) 6.4 a sig Fie 
aE 6 eRe eee teen oo Oe их 5.4 1.0 5D 5% 4.8 55 
О Са. в 5.8 Ayal! 9.9 с ра 53 
ДО ОД Go a 6 6 бавосаос 9.7 15.9 —1.4 Be he ahs 
Net fixed capital formation? . ......... 57 31.1 1.9 se 
Changes in stocks Sata tors A A ed И Bt —5.4 —7.8 
of which stocks of unfinished construction . . 58.2 —35.1 14.8 
German Democratic Republic 
Distributed net material product ........ 57 7.0 2.6 oe 5-1 
Consumption © оао бо обоооб сок 4.7 4.4 4.2 ‘ue 6.1 
Private wearer ее > cm tekaade 4.2 3.8 4.4 sie 5.6 
СОБ Gat Bg SORES Rae БЕ gee aren 7.4 6.2 6.4 - 7.9 
Е. по Gd a SS OG a ол ос 99 17.4 —5.9 Se 0.5 
Net fixed capital formation?® ........ 11.8 4.6 =2.0 
@hanpeskintstock 5 оба р ое ово Ae 263.0 —29.8 
Нипвагу 
Distributed net material product’ уе. 7.4 11.8 11.2 9.5% 4 4.5* 
Со. 6.2 8.8 6.1 са. 5 Sis) cos 
Accumulation aecgth vo sears Maes. Ye 11.6 220 27.0 - —25 са. 2 
Net fixed capital formation®. ......... 14.5 45.2 2.4 
Changes in stocks?» еее. 2.8 оз 126.2 
Poland 
Distributed net material product ........ Sill 5.0 9.8 8.0 12 9.7 
Consumption’a siya. n ents tereotnnrariese cst ete 5.4 4.1 Tes 7.2 9 9.1 
о о Je. Sereti 0 сео 5-1 4.0 Tei! 73 9 9.2 
SOClal о alee oh ee ta ae 8.5 5:2 10.2 6.6 9 8.5 
Accumulation’ 7" 6» a0) ee te ee 6.6 7.4 15.8 5 19 ЩИ 
Net fixed capital огтацой.......... 9.2 2.3 11.0 9.8 26 13.6 
Changes instock... нь ames ea 28.9 33.0 
Soviet Union? 
Distributed net material product ........ 8.5 162 4.8 6.2 3.6 6 
‘(СПИ особо про оороосов в TES) 1.5 5.4 oe 4* 
PHV.ater meres Moet te eee tk a ee Ce ee 7.3 ol Dee, 
Social ee ое rein, Вы 8.7 9.2 5.4 st re 
И ОИ 4 Gia @ o-oo Go dio o elo Ao 6 10.9 21.3 3.4 ae 35 
Net fixed capital formation?. ......... 12.9 РТТ 8.8 
Changes in stocks? о... 8.2 12.6 -4.8 a 2 a 
Не р ee И 
Sources: National statistics; СМЕА Yearbook 1972; plans and plan-fulfilment с In ‘‘productive’’ (material) sectors only. 


reports. a р 
| In current prices. In terms of constant prices the figures for total national inco 
< Excluding stocks of unfinished construction. distributed were: 1970 = 8.5, 1971 = 6, 1972 = 4, Б есь 


> Including stocks of unfinished construction. 
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Foreign trade expanded fast in 1972, in most countries 
at rates above the average annual rates planned for the 
1971-1975 period (table 5.1). An unusual feature of 
developments last year was the appearance of a negative 
import elasticity for Hungary (—0.6), resulting from 
policy measures designed to restore external equilibrium, 
which were supported by an expansionary export policy 
(the export elasticity in 1972 was 4.2). 


Concerning the 1971-1975 Plans, it should be noted 
that Poland enacted her Five-year Plan only in June 1972, 
but with most targets set higher than envisaged by the 
Vith Party Congress in December 1971. A new upward 
revision is envisaged, most probably in the autumn of 
1973. In Romania, the issues of social and economic 
development planning were discussed in July 1972. 
Guidelines for accelerated fulfilment of the five-year 
targets were adopted and the preparation of a new 
additional plan was decided. 


It was reported in almost all countries of the region 
that intensive preparatory work on laying down the first 
drafts of the 1976-1980 Five-year Plans and of the long- 
term plans up to 1990 was under way. This has been done 
in pursuance of the recommendation pertaining to co- 
operation and co-ordination among the CMEA member 
countries in the field of medium- and long-term planning.4 
In long-term planning, emphasis was put, first of all, 
on restructuring and modernizing national production 
capacities in accordance with technological and scientific 
development. The integration of the regional dimension, 
and especially the elimination of regional imbalances, 
was considered as another significant objective of long- 
term policy and planning. Secondly, the planning of 
technological and scientific development has now become 
a new priority topic. Finally, in accordance with the main 
policy aims, the improvement of the material and cultural 
standard of living of the population, social problems and 
the social development were brought to the forefront.5 


4 The comprehensive programme for the further intensification and 
improvement of cooperation and the development of socialist economic 
integration by the CMEA countries, the CMEA secretariat, Moscow 
1971, section 4. 

5 A. Ейтоу, “Horizons of Socialist Planning”, Pravda, 29 Sep- 
tember 1972; A. Bachurin, “Further implementation of the Complex 
Systems Approach in Planning”, Planovoe Khozyaistvo, 1972, No. 6, 
pp. 26-27. 


The policy orientation towards greater efficiency in 
management and planning has been continued. In the 
Soviet Union, the gradual switch of enterprises to the 
new system of planning and stimulation continued in all 
sectors, although rather unevenly.é 


The new system of planning and management was 
implemented in Bulgaria for the second year with partic- 
ular emphasis on planning at the enterprise level. In 
Poland, the reorganization of industrial management was 
discussed and introduced on an experimental basis in 
some enterprises. The new system aims at increasing the 
business autonomy of enterprises and managerial respon- 
sibilities. In addition, the reorganization of rural admin- 
istration was carried out by the end of 1972 (a more 
detailed review is given in section 2). In Hungary, the 
issues of economic management were also discussed and 
assessed at the November 1972 plenary session of the 
Central Committee of the CPH in order to improve 
implementation and performance on the basis of acquired 
experience. At that meeting, special attention was also 
paid to the question of welfare and wage policy.” During 
1972 in Romania new laws were enacted in order to 
improve the efficiency of the planning system and of 
public finance.® 


The annual plans for 1973 indicate a 6.3 per cent growth 
of combined national income in the east European 
countries and the Soviet Union. This is similar to the 
corresponding planned rates in 1972 but faster than the 
actual growth rate last year (5 per cent). Growth rates 
in the 1973 Plans are above those in the 1972 Plans for 
Czechoslovakia, the German Democratic Republic and 
Poland, but below the rates achieved in 1972. A deceler- 
ation is foreseen in Albania, Hungary and in Romania. 
The growth rate of national income in the 1973 Plan for 
the Soviet Union is slightly lower than the corresponding 
target in the 1972 Plan, but is higher than the rate actually 
achieved last year. 


6 Ekonomicheskaya gazeta, 1972, No. 32; 1973, No. 1. 
? Népszabadsdg, 17 November 1972. 
8 Scinteia, 27 July 1972. 


2. PRODUCTION TRENDS IN AGRICULTURE AND INDUSTRY 


(i) Agriculture 


Developments in the agricultural sector varied widely 
in the region in 1972. After a substantial increase in 1970, 
agricultural output in the Soviet Union increased slightly 
in 1971, but declined in 1972, which brought production 
to a level only slightly above the 1966-1970 average. In 
eastern Europe, growth ranged from a rate of 3.6 to 
10.7 per cent, in nearly all countries it being substantial 
for the second year in succession. Performance was 
particularly impressive in Romania, where production 
was 25 per cent above the 1966-1970 average (table 2.1). 


Under the influence of adverse weather conditions, 
Soviet plant production declined by an estimated 8 per 
cent, whereas livestock production remained at the level 
of the preceding year. In eastern Europe, especially good 
results were achieved in crop production, although a 
number of countries also recorded a significant increase 
in livestock production. In Poland, livestock production 
rose by as much as 9.5 per cent. Less spectacular, but 
more steady, was the growth of animal output registered in 
Czechoslovakia. In Bulgaria and Hungary, on the other 
hand, growth was more uneven—plant production rising 
by some 7 to 8 per cent and livestock production by only 
1 per cent. 


The decline in Soviet crop production was spread 
over most of the major crops, cotton being the main 
exception (see table 2.2). In the east European countries, 
progress in crop production reflected largely gains in the 
output of grains. But the increase in grain output in east 
European countries by an estimated 5 million tons was 
not sufficient to compensate for the decline of 13 million 
tons in the Soviet Union. Total grain production in the 
area declined by about 8 million tons. 


Meat production continued to expand throughout the 
region, although generally at a lower rate than in 1971 
(see table 2.3). A characteristic feature of the development 
in the past three years is a decline in the share of beef 
and an increase in that of pork and poultry in total meat 
production. Faced with the problem of rapidly supplying 


increasing quantities of meat to the population, planners 
have concentrated on increasing the output of pork and 
poultry. The cost of increasing pork and, especially, 
poultry production is considerably lower than the cost 
involved in a similar increase of the production of beef. 
This is so not only because of the quantities of fodder 
consumed, but also because of stabling capacities, pro- 
blems of hygiene, etc., as well as the rate of turnover of 
the animals. As a result, 67 per cent of the total increase 
of meat production in the Soviet Union and 71 per cent 
in eastern Europe in recent years consisted of pork and 
poultry.® 


The fast growth of meat production in the last two 
years and the increasing substitution of grain for other 
foodstuffs19 had an appreciable effect on over-all grain 
requirements. Even though in 1971 grain production in 
the area reached a peak level of 250 million tons, total net 
grain imports were above the average level for the years 
1966-1970 and amounted to 2,285,000 tons. As can 
be seen from table 2.4, net imports of grain by east 
European countries in 1971 significantly exceeded the 
1966-1970 average. In the Soviet Union, the volume of 
net exports was higher but not sufficient to cover the 
larger east European net imports. 


As already mentioned, 1971 represented a peak year 
for grain production. In 1972, although total production 
was only slightly lower than in 1970, the area was a heavy 
net importer of grain. This reflected substantial imports 
by the Soviet Union." It is of interest to note in this 
connexion that no similar change in Soviet net trade 


9 The data pertain to the period from 1966-1968 (average) to 1971. 


10 Such substitution took place partly in connexion with the 
described shift in the structure of meat output (pigs and poultry 
are fed entirely, or to a large extent, on grain) and partly because 
of difficulties of expanding production of root crops. 

11 An estimated total of 25 million tons of grain was contracted 


for purchase by the Soviet Union in 1972. No data on actual 
shipments are available. 


Grain output in eastern Europe and the Soyiet Union 
(Million tons and percentages) 


—Щ6жЩ<Щ дд 


1972 as a percentage о}: 


Ae 1970 1971 1972 
1966-1970 1971 
Eastern Europe . 59.27 56.00 68.83 13.80= 124.5 107.2 
Soviet Union . . 167.56 186.79 181.18 168.50 100.3 93.0 
Total area 226.83 242.79 250.01 242.30 106.6 96.9 
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Source: Table 2.2. 
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TABLE 2.2 


Production and yields of some basic crops 
(Output in millions of tons and yields in quintals per hectare) 


cone ENS ee ee К ыы. 


Production Yields 
Average 
м 1970 1971 1972 ву Fog 1970 1971 1972 
Dm ge eae rae ey) RE a oe SR a Re oe et ee ee 
ulgaria 
у тв cereals) 0 se 6.45 6.92 7.19 8.25 7.50 27.4 30.3 30.8 5 
МУП и. 2.92 3.03 3.10 3.56 rig 27.4 299 30.5 eM 
Кубо 0.04 0.03 0.02 0.02 12.1 12.6 12.5 Ais 
Barley7y sacs ae 0.99 1.17 1.26 1.42 24.4 28.9 28.9 31.9 
Оо р re tees 0.12 0.10 0.10 0.13 12.6 13.8 13.5 1035 
Maize! рис. 2115 2.38 PS) 2192 ae 36.5 37.3 38.3 39.5 
Sunflower seed ..... 0.46 0.41 0.46 0.48 aE 16.9 14.6 1733 
Sugar-beet sea) es Get i 1.86 iif 1.52 1.87 д 323.0 310.0 359.0 
о osc 0.38 0.37 0.39 0.37 a 114.0 118.0 137.0 нЕ 
оао men eer eee 0.12 0.12 0.12 ate на 10.1 10.3 10.4 11.9 
НЕЕ соо воююв 1.54 1.50 1.53 a3 2.00 ae Ne в 
Fruita ео. 2.41 233 DPS ae 2.80 fs ay. 
GrapeSa warner re 1.13 1.04 1.06 1.02 ae 58.1 522 52.6 
Czechoslovakia 
hotalicercals maaan we Tela 7.29 8.86 8.79 8.4 26.6 27.7 33.0 31.7 
Меса ее. од 2.87 3.17 3.88 4.04 Ags 28.9 29.3 35.2 33.2, 
RY Chat We с oer eae 0.68 0.45 0.62 0.63 № 21.9 20.7 26.5 ee 
А оо 2.09 2.28 2.85 2.67 a 28.2 28.4 3315 
Oats ear cpio 0.87 0.78 0.90 0.74 Pt 21.5 20.5 26.2 
Маре. 0.47 0.51 0.52 0.65 о 35.3 40.9 39.8 
Oilseeds” еее. . 0.08 0.07 0.11 = a 13:5 15:9 1 as 
Sugar-beet . 2... . 6.91 6.49 5.70 И she 359.0 364.0 309.0 301.1 
Ро cece 5.68 4.79 4.62 4.97 std 151.0 142.0 139.0 158.1 
Vegetables = «3s ss © 1.18 1.14 1.01 Age Pa ra a: ah are 
Я О ов 0.66 0.73 0.45 
German Democratic Republic 
Motalycerealsme-ssen ne 6.99 6.53 7.84 8.6 ape 29.8 27.9 33.3 36.6 
Wheate poems о 2.01 2.13 2.49 2.74 ive 36.5 35.6 39.3 39.8 
Ву. 1.72 1.48 1.75 1.90 ae 237 21.8 26.3 295 
Вау ое. 1.91 1.93 2.29 2.59 ae 32.4 30.1 34.8 42.0 
О оо aes 0.76 0.56 0.81 0.89 oes 30.0 26.6 35-1 36.1 
О оо ооо 0.23 0.19 0.20 0.24 NG 19.1 17.9 18.5 20.4 
Sugar-beetia-0 ens ne 5.50 By il 4.50 eo? ae 312.0 320.0 243.0 325.9 
Potatoes'3s = 4.5 © 8 о в 12.28 13.05 9.41 12.14 ie 185.0 196.0 143.0 187.8 
WEST 5 0 og a 4 0 6 1.09 1.24 1.12 
Fruit!> Ae oe Set 0.67 0.55 0.65 
Hungary 
Total cereals ...... 8.40 7.78 9.95 10.64 9.696 25.4 24.9 30.7 we 
Мен ree nateee 3.01 272 3.92 4.08 ae 24.3 23 30.7 31.0 
Па рб В ао ак 0.22 0.16 0.18 0.17 о 11.6 10.4 14.2 14.2 
Вацуро 0.85 0.55 0.79 0.80 ar 22 195 26.2 2:5 
ОО ооо о 0.08 0.06 0.09 0.06 ры 13.9 13.0 19.0 12.6 
Маме che nates 4.05 4.01 4.67 5.93 ANG 323 33.8 35.4 39.7 
Обе ие 0.14 0.16 0.26 в ie 10.5 10.9 13.0 ее 
Sugar-beet ....... 3.18 207 2.02 2.91 we 325.0 287.0 278.0 370.1 
ИЗ 6 6 og & & 6 2.04 1.42 1.49 1.31 ei 105.0 104.1 11527 111.3 
Weeetablesmucn can sul es 1.56 1.39 1.54 $e ae wk 


о erst cae Fe eee 1.99 2.05 1.98 1.34 
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TABLE 2.2 (continued) 
Production and yields of some basic crops 


р (Output in millions of tons and yields т quintals per hectare) 
Production Yields 


Average Average 
1966-1970 1970 1971 1972 ee а 1970 1971 1972 


с оне = АВЕ 
Poland 


Total cereals ...... ey 16.62 20.24 20.5 21.08 19.8 19.3 23.2 24.2 
Wheat’. (ter = 5 ak 4.26 4.61 5.45 5.19 ну 23.3 ho 26.5 25.4 
RVers бе. 7.47 5.43 7.84 8.20 м 18.3 15.9 Ул 23.1 
Barney. о Г 1.67 215 2.45 2.78 a 23.0 23.3 Qe 27.3 
Oats ae: aa Be 2.89 Зо 3.21 3.24 т 20.5 21.0 24.1 23.8 

ео Оле в. we 0.55 0.60 0.67 0.44 Ne 17.6 18.0 16.7 16.3 

Suger-bect 122 0 ok 13.60 12.74 12.56 14.34 15.075 324.0 312.0 299.0 34.0 

Potatoes) И 47.88 50.30 39.93 48.75 50.766 — 1176.0 184.0 150.0 184 

МЕ пои ноас 3.78 4.18 Shale 4.64 dis vn : 

о Аи 1.24 1.19 1.04 0.98 

Котата 

Total cereals ...... 12.95 10.86 14.75 16.66 16.9¢ 19.3 17.8 95) 
Wheat) te Went: 4.69 3.36 au 6.10 16.9 14.5 22.4 
RYE м. оо 0.06 0.04 0.07 : ей 10.8 9.5 13:7 
Baneyic од я 0.53 0.51 0.79 oes ef 19.1 17.8 23.9 
Oates А, 0.14 0.12 0.16 ae я 10.6 8.9 12.5 
и. к 7.24 6.54 7.85 9.55 и 22.3 21.2 25.1 

Sunflower seed ..... 0.83 0.77 0.79 0.85 1.04¢ 14.0 НР 14.4 

бора. 2. 2. 3.82 3.18 4.32 5.31 4.856 209.0 187.0 243.0 

Potatoes te ae ee 2.87 2.06 3.78 3.14 4.06 93.1 ты 129.0 

Vegetables т... 2.09 2.00 2.58 2.45 Ве 

Sd? ae, 20 ь.^. 2.31 1.93 Pt 2.34 925 я AA 
of which: Grapes. « . 1.00 0.78 11d 1.05 a 36.2 26.0 37.2 

Soviet Union 

Total cereals ...... 167.56 186.79 181.18 168.5 195.0 1324 15.6 15.4 14.0 
Wheat. .... ee... 90.18 99.73 98.76 ae oa 13.4 HS 15.4 
RVC нЕ и. 12.83 12.97 12.79 ee a4: 11.3 12.9 13.5 
Barley ie, Metin 30.45 38.17 34.57 ie if 14.9 17.9 16.0 
к. 11.94 14.20 14.65 м га 13:7 15.3 1522 
н.о. 9.56 9.43 8.60 ae as 27.0 28.0 254 
Rice о 0.90 1.28 1.40 и 2.0 31.8 36.5 37.0 

Sunflower seed ..... 6.39 6.14 5.66 5.0 oe 13.2 12.8 1226 
Sugar-beet 2.4... 4% 81.12 78.94 72.19 ый ый 228.0 237.0 219.0 
Potatoes... ... ne 94.81 96.79 92.66 77.8 106.0 115.0 120.0 117.0 
О еее 6.10 6.90 7.10 Е 6.15 24.1 25.1 25.6 
Vegetables ....... 19.30 21.21 20.84 19.1 25.0 132.0 138.0 137.0 
Я ое ee 9.71 11.69 12.31 р и ыы и 7 
of which: Grapes. . . 3.90 4.01 4.47 a as 48.1 48.3 УИ 

ian SSR 

Beet cain Ae ee 3.55 4.24 5.44 4.59 Ра 13:1 16.9 21.4 
Wheat (winter)... . 0.52 0.78 0.92 - aya ileal 17.9 21.8 
er cna ta а 1:31 1.19 1,35 i .. 10.8 13.9 18.5 
Barley (summer) . . . 1.00 1:52 2.22 а .. 18.0 22.2 25.9 
< 0.41 0.52 0.69 +e: г 14.6 р 23.6 
Эозат Бе cm -nee 1.04 1.03 0.80 1.40 а 214.0 221.0 168.0 
Potatoes. <9 = Feels - as 13371 13.23 о 12.90 nh 140.0 138.0 130.0 


О Бо о ооо с 0.11 0.10 0.12 0.11 РВ 4.0 959) 4.7 
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TABLE 2.2 (concluded) 


Production and yields of some basic crops 
(Output in millions of tons and yields in quintals per hectare ) 


ee a eS SS SS  ——————— ee ee 


Production Yields 
Average 
Average 1970 1971 1972 
Average 1972 1971-1975 
1966-1970 9 1971 РИ 1966-1970 


Ukrainian SSR 


TNR ЕЙ 6 go & Go 6 33.36 36.39 39.40 32.60 40.0 21.4 23.4 25.4 
Wheat (winter)... . 16.19 15.47 21.89 ох ae 23.6 26.0 29.9 
Rye (winter). .... 12.26 1.18 1.24 sae en 12.8 14.1 16.8 
Barley (summer) . . . 5.18 97 5.64 es qe 19.9 24.5 22:1 
О оао о so) Ours 1:27 1.68 1.30 Ae “e ES 20.8 18.3 
Maize а ce cle 5.96 6.34 5.92 bes we 27.6 27.9 26.9 

Sunflower seed ..... 2.83 2.65 2.63 as a 16.4 15.4 15.8 

Sugar-beet maura ne 46.73 46.31 46.10 49.30 ть 267.0 280.0 279.0 

С оо о вора 20.29 19.73 23.44 22.00 a 100.0 99.0 123.0 


Sources: CMEA Yearbooks 1970, 1971, National statistics and plan-fulfilment reports. 
а Estimated. 

> 1975. 

¢ Middle of range. 


TABLE 2.3 
Livestock numbers and output of liyestock products 


Thousands *% Output 
Меа! < мик“ ЕЕ Wool? 
Cattle Cows Pigs Sheep (thousand (thousand (million) (thousand 
tons) tons) tons) 
Bulgaria : 
1966-1970 average . . 1405 627 2.23 9 691 497 1582 1 587/ 27-4 
969 ие №338 615 1967 9 223 493 1581 WSLS 28.3 
С ie es ata 1353 628 2369 9 678 476 1632 1617 28.8 
о 1453 645 2806 10127 521 1671 1 773 29.7 
В то ОА о НИЕ JES 656 2611 9907 546 1 692 1749 31.4 
Czechoslovakia 
1966-1970 average . . 4 332 1910 5 362 861 1038 4735 3 346 
оо Зе 4 223 1884 5 037 УТ 1 047 4956 3 430 3.8 
UW Ба нос 4288 1881 5530 981 1098 4978 333 4.1 
А, о 4 349 1900 51935 952 DUST 5 092 3996 4.1 
о Seen 4466 1906 6 093 oy 1 222 5 292 4119 
German Democratic 
Republic 
1966-1970 average . . 5081 2176 9402 1767 1 245 6 795° 4114 7.8 
UO GOs т ЗУ 2167 9237 1696 1287 6 897° 4194 diss: 
NO в 8 о Ба 5 190 2163 9 684 1598 1271 6 763° 4442 6.9 
UT Bea) рн 59293) 23 9995 1 607 1 326 6 763¢ 4504 To 
SPA ales elas eae 5 379 2169 10361 1657 1420 7108 4425 
Hungary 
1966-1970 average. . OTS 763 6 317 2321 989 1744 2787 10.3 
dN a о oth ВЮ а 1927 744 5 700 2251 998 1759 2714 10.8 
ISAO a Give. оо 1912 763 ИЗ 2316 1040 1726 3280 9.8 
и 1882 750 7 594 2054 1090 1623 3300 8.8 
а ео № a 1893 762 6859 1965 MSs 1652 3 300 8.4 
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TABLE 2.3 (concluded) 


Livestock numbers and output of livestock products 


/ Е Е ee eee ee eee 
Thousands * Output 
Cattle? on Pi Meat® мик“ Е Wool? 
ws gs Sheep eee ene И топ) а 
Poland 
ose 970 average . . 10 232 5921 14.477 2761 2160 14 688 6511 8.6 
Ее WA 10285 6 045 14755 2631 2234 14 803 6 700 8.9 
А 10220 5829 13863 2661 2202 14988 6 941 8.9 
бы г 10562 Ар 16 946 2 653 2 220 15 132 7080 9.1 
И oe г 11453 5993 17 3478 3110 2490 15858 7476 9.0 
Котата 
fee ee average 5 183 АИ 5864 14 088 802 3969 3158 29,2 
Не 5 035 2229 5 972 13836 834 3 875 BOS 30.8 
ae ae edd Ss 5216 2276 6 359 13 818 857 3912 3537 29.7 
ОА © 5528 2385 7742 14 071 897 3969 3984 28.7 
ПО ee ae 5 766 2 837 8782 14 442 
Soviet Union 
1966-1970 average . . 96 880 41099 56 296 136 649 11583 80553 35 846 395 
TIT Se Neo о жа 95 162 40 527 56055 130 655 11770 81540 37190 387 
NCH ket ee eee ae 99 225 41.012 67 483 138 059 12278 83 016 40740 416 
1 Ihe 7 в А 102 434 41221 71 434 139 916 13 272 83 183 45100 429 
OT ее oat oe 104 070 41720 66 500 139 000 13577 83 200 48 200 419 
Byelorussian SSR 
1966-1970 average 
1969... 5 077 А) 3651 670 678 5 204 S12 №22 
TOTO gest : 5 383 2544 4 005 692 684 5 263 1669 #22 
Е 5581 2.553 4072 657 730 5 198 1875 1.24 
и зе 5 764 2589 4097 663 770 5400 2040 1223 
Ukrainian SSR 
1966-1970 average 
Тоби. 20289 8 683 17 230 8701 2 693 18 304 8 603 251 
ISTO. es ee 2352 8801 20746 8971 2 850 18 712 9 202 24.8 
№ 22255 8840 21397 9 069 3040 18900 9900 25.1 
ИЕ 22700 9 000 19 600 9100 3200 19400 10400 26.0 


Sources: National statistics, СМЕЛА Statistical Yearbook 1971, plans and plan- 
fulfilment reports. 


в End of year census. 
> Including buffaloes and yaks when applicable. 
с Meat total (including poultry) carcass weight. 


was registered in other years, even in those when declines 
in production were larger.!? 


It is of course difficult to judge to what extent the total 
apparent consumption (output plus net imports) of 
grain in 1972 represents a measure of current grain 
requirement for the area. Apart from compensating for the 
loss of production, Soviet imports may well have provided 
for reserves which would allow, among other things, the 
acceleration of growth of meat production. It now appears 
that the net trading position in grains of the whole region 
in the years to come is likely to depend on production 


12 For instance, in 1967 the Soviet Union remained a net grain 
exporter to the tune of 4 million tons, although grain output 
declined from 171.2 to 147.9 million tons. 


4 Total milk, cows and others in thousand tons. 
« Cow milk only. 

Total eggs (hens and others). 

9 Total wool (not washed). 

h June 1972. 


policies in the livestock sector. A pronounced intensi- 
fication of livestock breeding may very well be accom- 
panied by a deficit in grains even in years of relatively 
good harvests. 


The Soviet Union 


Climatic conditions were extremely unfavourable for 
Soviet agriculture in 1972. In the European part of the 
country a harsh winter, without any snow, damaged one- 
third of the winter sowings. The severe winter was 
followed by a hot, dry summer; prolonged drought in 
many important agricultural regions of the Russian 
Federation (the Volga, the southern and central regions) 
and in some parts of the Ukraine, was also very harmful 
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ТАВГЕ 2.4 
Exports and imports of grain 
(Thousand tons) 
РЕ ED. eat eee eee 2 © ER ОБО ee 


1966-1970 1970 1971 
yearly average 


Bulgaria 
Exports ее. 
UMPOLtSta tase ear bey aot ee hee Te, 
Balances «-0 Зе. eee 


Czechoslovakia 
EXportS uma te ee ee, rae 
ООС о 5 а ch a ee oe 
Balances)". sae) ats aaa ee 


German Democratic Republic 
EXportsm т ее 
IMPOrtS о ор ene 
Ва о 0k, cate, се в 


Hungary 
EXPOrts ее а ec om eon ice 
Imports ae re see oe a ee 
Balances com-ne-h se ate fs) en eee Fone 


Poland 
EXpOrtSaa о, о er ate 
IMPOLtS Sacer. о т eee 
Balan Cee ее 


Romania 
EXPOLLS gece peer” Е 
Imports fhe ne ds ee 
Balances cn gre cess Se ea es eee oe ee 


East European countries 
Total 
EXDOCtS) eat cho keer ens os 
Importsite.e. осо 
Balancem awe и. 


Soviet Union 
EXPOrts:? п x ace А 
Про ee ee ere eS 
Balance oy ct hee sean а 


Total area 
НО cee ere a ees eee 
LMDOLtS oerpss cies cease eee 
Balances aah, gone: ор CER 


582.6 461.9 558.0 
274.9 15-7 194.6 
307.7 304.2 363.4 
34.4 61.7 85:1 

1 648.7 1 439.3 2 032.8 
—1 614.3 —1 377.6 —1997.7 
2108.6 3424.0 3 066.0 
—2 108.6 —3 424.0 —3 066.0 
321.9 809.7 1121 
303.4 181.4 808.4 
18.5 628.3 —696.3 
121.4 200.0 111.0 
2019.3 2484.0 2865.0 
—1 897.9 —2 284.0 —2 754.0 
1386.3 37120 702.0 
1 386.3 STO 7020 
2 446.6 1 904.3 1518.2 
6 354.9 7 686.4 8 966.8 
—3 908.3 —5 782.1 —7 448.6 
5 635.3 5 698.0 8639.6 
2857.0 2159.0 3476.0 
2778.3 3539.0 5 163.6 
8 081.9 7 602.3 10 157.8 
92119 9 845.4 12 442.8 
—1130.0 —2 243.1 —2 285.0 


жм=——н eee 


Source: СМЕА Statistical Yearbooks. 


Note. The figures for 1966-1970 are not entirely comparable with those for 1970 and 1971, although the difference is 


apparently negligible in most cases. 


to сгорз.13 In the eastern part of the country the grain 
crop was good. However, late ripening made harvesting 
difficult (the vast areas under grain had to be harvested 
in a short period); harvesting was also hindered by rain, 
hail and snow. The total area sown was enlarged by 


13 More than 100 million out of a total of 210 million hectares 
under crops were reported to have been hit by the drought. 


3.0 million hectares (or by 1.4 per cent), the area under 
grain rose by 4.4 million hectares, and that under 
other crops declined by 1.4 million hectares. 


14 The damaged area under winter-sown grain was partly re- 
sown with summer grain. It can be estimated that the area under 
summer-sown grain rose to some 92 million hectares against 86.4 


million in 1971. The total area under grain was around 122 million 
hectares. 
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The grain harvest totalled 168.5 million tons, that is 
7.3 per cent less than in the preceding year and about 
the 1966-1970 average (167.6 million tons). Per hectare 
yields were 14 quintals as compared with 15.4 quintals in 
1971. State procurements of cereals also decreased, 
though by less than production, from 64 to 60 million tons 
(table 2.5). More than half of the procured grain (34 
million tons) was from the eastern regions.15 


No data on the various types of grain are available, 
but it seems that bread grains did better than coarse 
grains, thus bringing into focus the longer-term problem 
of crop structure; the quantity of fodder grains produced 
being too low, some quantities of wheat are used for 
fodder. 


Among other crops only cotton produced good results, 
a record output of 7.3 million tons being obtained. The 
production of sugar-beet—75.7 million tons—although 
somewhat higher than in 1971 was lower than the 1966- 
1970 average. Outputs of potatoes, sunflower seeds and 
vegetables were all lower than in the preceding year and 
below the 1966-1970 average. 


Animal production was also affected by the adverse 
climatic conditions. The hot, dry weather reduced the 
grazing capacity of the meadows. Because of lower grain 
yields, the forage grain availabilities were reported to be 
less than in 1971. 


Production of meat grew by 2.3 per cent, eggs by 6.9 
per cent, that of milk remained unchanged, and wool 
decreased by 2.3 per cent. The number of cattle continued 
to expand (by 1.6 per cent; cows by 1.2 per cent), but 
the pig population declined by 6.9 per cent, less in the 
socialized than in the private sector, where the fall was 
as much as 16 per cent. The number of sheep and goats 
decreased marginally. State procurements of meat rose 
by 5.6 per cent, of milk by 2.8 per cent and of eggs by 
12.5 per cent. 


Total investments for development of agriculture rose 
to 23.7 billion roubles, or by 8 per cent (table 2.6). 
Investments for land improvements grew faster (by 13 per 
cent). About 800,000 hectares of irrigated land and 
about 900,000 hectares of drainaged land were put 
into agricultural use. The reclamation works were 
carried out in a larger volume than had been envisaged 
in the Five-year Plan (the annual average targets of the 
Five-year Plan are 600,000 hectares for both types 
of reclamation work). 


Supplies of mineral fertilizers amounted to 54 million 
tons, or 7 per cent more than in 1971. Deliveries of 
motor-trucks grew by 30 per cent, tractors remained at 
about the same level, and grain combines diminished by 
6 per cent (all in physical units). But a great deal of machin- 
ery, especially grain combines, is of a new type, with 
higher capacity and better technical specifications. 


15 The Kazakhstan, Siberia and the Urals. These thinly populated 
areas account for about one-third of the total grain area. In order 
to minimize harvest losses thousands of combine harvesters, 
tractors, lorries, rolling stock and machine operators were sent 
from the European part of the country to the east to assist in har- 
vesting. 


The plan for the present year provides for an output 
of 197.4 million tons of grain. Steps were taken to increase 
the area under coarse grains, the intention being to double 
production within the next few years. Greater stress is 
also being given to increasing production of mixed feed. 
Although the latter grew rapidly in recent years, reaching 
26.5 million tons, the rate of progress both in terms of 
quantity and quality has come under sharp criticism. 
Also, it has been stated that the technical conditions of 
many fodder mixture enterprises are unsatisfactory. 
Delays have been reported in the construction and the 
commissioning of new enterprises because of the shortage 
of some equipment. Complaints have been heard that 
raw materials are not always used rationally, due to a 
large extent to the scattering of resources among many 
departments and organizations receiving allocations. 


As from 1973, all procurement and distribution of 
fodder grain resources is to be completely in the hands of 
the USSR Ministry of Procurements. Sales of mixed feed 
to collective and State farms are to be made according to 
quotas based on raw material deliveries made to the 
State. Measures have also been taken to ster up the 
construction and pre-schedule commissioning of the 
new enterprises and to provide them with necessary 
equipment, and greater attention is being given to in- 
creasing the production of protein-vitamin additives—the 
balancing elements in the mixed feeds produced on the 
collective and State farms. 


Steps were also taken to increase production of sugar- 
beet. Starting with the 1972 crop, the procurement prices 
of sugar-beet have been raised and a 50 per cent premium 
introduced on above-plan deliveries. Higher prices will 
also be paid for improvement in sugar content, the 
average content in the preceding five years being taken as a 
base. 


In the Byelorussian SSR, where climatic conditions in 
1972 were better than in most other_areas, agricultural 
output grew by 2 per cent, the same rate as in 1971. The 
data on output of the main agricultural products show 
progress in production of a number of сгорз16 and of 
the main animal products. 


In the Ukrainian SSR, as a result of extremely un- 
favourable weather, total agricultural output declined 
by 4.7 per cent, reflecting a drop in the crop sector, 
especially of grain; but production of the main animal 
products increased. The decline in grain harvest in 
comparison with the record yields of 1971 was 17 per cent, 
but compared with the average for 1966-1970 the decline 
was only marginal. Yields for sugar-beet and flax fibre 
were higher than in the preceding year. 


East European countries 


The good results achieved in crop production in eastern 
Europe were due largely to an exceptionally good grain 
harvest. All the east European countries reported record 
grain harvests, the only exception being Czechoslovakia, 
where, however, the harvest was only slightly lower than 
in 1971, the best year so far. In 1972, the wheat harvest 


"16 Yields of sugar-beet were a record for the Republic. 
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TABLE 2.5 
State procurements of some agricultural products* 


PTS SI es es Е ee er 


о 1969 1970 1971 1972 
bet Miata т И овес is eee № Бен 
Bulgaria 

Bread grains ...... 1 635 1427 1798 1855 2018 
Сизат- Бесс. а. 1854 1614 ib aes 1812 2 240 
Sunflower seed. . .. . 447 526 395 436 467 
Meatlamtinds. is 512 509 510 546 586 
Milken ла 1124 1118 1179 1212 1179 
Eggs: ан 2) 1037 964 1064 1189 1170 
Czechoslovakia 
Grain Фе eee? 1867 1932 1708 1889 2 100° 
Sugat-bect mam ее 6913 5586 6492 5 693 ae 
О so: Boece: cia x 1676 1432 1561 1581 в 
Ме п, 1100 1118 1188 1268 1355 
Milk oS AP OF ree 3410 3 642 3705 3 874 4119 
WOTES, да мов ав ББ 1341 1574 1832 2013 2079 
German Democratic Republic 
(Grainger ae ae ere 2238 2229 2441 2 436 2568 
Sugar-beet. ...... 5 498 4061 5125 4503 5861 
ЕО зообоавоа 3931 3829 4254 4 104 4532 
САИ 1562 1655 1651 1700 1853 
М tories te Sica: 6 366 6 564 6 492 6576 6978 
LATE peck, Oh is Re aE 3126 3219 3504 3631 3637 
Hungary 
Втеаа рта eee 1996 2602 1733 2545 2752 
Sugar-bec jaan оо 3121 3 242 2130 1970 2868 
И позооба 414 385 333 351 289 
Ма ааа 712 723 703 893 ых 
MK eects ot at. Ь №116 1164 1203 1156 1179 
Lee see в 872 731 1047 1016 794 
Poland 
(GEA 5 5 foe 6 6 « 4 287 5 029 4310 5654 5 077 
SUgar-beet)) ona. 13 601 32 12 742 12558 14 341 
OEM оо бо 6 6 6 5 199 4257 5407 4 131 4462 
Ме Secale. te 1 339 1 386 1 368 1465 1785 
МИ ее ео. 4977 5 041 5 309 5 456 6599 
о о ee ae 2284 2278 2509 2472 2633 
Soviet Union 
Grains о ee 65 018 55 540 73 284 64 119 60000 
Sugat-beet 29: 4°... 74 426 65 283 71 385 64 324 or 
HOVERS 5 oo bo wo 10920 10 628 11 233 11 653 11100 
Sunflower seed. . . . . 4672 4 312 4613 4 356 Bic 
Мед me eure ee ee 7 320 7412 8 101 9237 9750 
Milka) аи. 43 198 43782 45 681 47 078 48 400 
OES tae fe ee en ee 14 404 15 444 18 054 21570 24 270 


Sources: National statistics, CMEA Yearbooks, plan-fulfilment reports. 

8 Thousands of tons, except for milk which are in millions of litres and eggs in millions of units. 
> Live weight. 

< Carcass weight. 

8 Cattle, pigs and sheep. 

* Partly cetimated. 
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3 TABLE 2.6 
Investments and current inputs in Soviet agriculture 


oe hele ot, 4 Bien om 


1969 


и 


А. Investments 
Total capital outlays “оп 
development of agriculture’, 
of which: 
State 


Total direct investments in 


ИО бо sent Se 
of which: 
Statemeec Е 9.8 
Collective farms. . . . . 5.9 
Total direct investments: 
Productive: saws awl | tee 12.6 
B. Stocks and deliveries of 
machinery (in thousands) 
Stock:5 
Tractors 
Physicaliunitsews 26 ee 1908 
р ee. ee aes 4052 
Grain/combines -. . .. - 605 
IMOtOrstEUCKS р обо 1153 
Deliveries: 
Tractors (physical units) 304 
Ога сотые aan) nee 92 
Моторов 155 
С. Fertilizer supplies (million tons) 
Total (gross weight). ..... 38.8 
Total (pure nutrient value). . . 8.9 
In hectogrammes per hectare . . 40.3 


1972 


1970 1971 


Actual Plan Plan 
19.6 21.9 23.7 22.9 25.4 
13.9 15 16.4 
8.0 8.7 9.0 
17.4 19.6 
10.8 12.5 
6.5 fell 
14.2 16.2 
1977 2 046 
4 343 4530 
604 639 
1206 1243 
309 313 312 316 328.5 
97 99 93 a 94 
157 144 187 187 225 
45.6 50.6 54 59:5 (08, 57 
10.4 11.5 ans ae 
47.0 51.5 


в Including investment in agricultural research establishments, construction of repair shops of agricultural supply organi- 
zations, investment in building material production plants (serving the agricultural sector), investment in the construction 
vase of irrigation works, investment in food-processing installations, etc. 


> At the end of the year. 


in Czechoslovakia amounted to a record 4.04 million 
tons, 43 per cent more than the average of the years 1966- 
1970. Bulgaria, Hungary and Romania also had very 
good wheat and maize harvests. Wheat production in 
Poland was somewhat lower than in 1971, but 22 per 
cent above the 1966-1970 average. 


Root crop production was somewhat less satisfactory, 
particularly potato production. In the German Democratic 
Republic and Poland, potato production was higher than 
last year and about equal to or higher than the years 
1966-1970, but in Czechoslovakia production was below 
the 1966-1970 average, although somewhat higher than 
in the last two years. In Hungary and Bulgaria, potato 
production remained below the 1971 level and below 
the average level achieved between 1966-1970. Sugar- 
beet production was above the level of the preceding 
year in all east European countries for which information 
is available, and in most countries was also above the 
average level in 1966-1970. 


As noted above, livestock production continued to 
increase at a satisfactory rate in most countries. In 
Poland, meat production rose by 12.1 per cent and milk 
production by 4.8 per cent; the cattle herd increased by 
3.4 per cent, and the number of pigs by 13.8 per cent 
(June 1972 compared with June 1971). Procurements of 
meat increased by 21 per cent, procurements of pork 
rising by 34.8 per cent and of poultry by 26.8 per cent, 
but procurements of beef declined by 2.9 per cent. 
Procurements of milk rose by 20.9 per cent and of eggs 
by 6.5 per cent. 


Good results for animal output have also been reported 
in the German Democratic Republic. Meat output 
increased by 7.1 per cent, and milk by 5.1 per cent. Total 
State purchases of animal products increased by 7.1 
per cent. In 1972 the cattle herd increased by 1.6 per cent, 
the number of pigs by 3.7 per cent, and of sheep by 3.1 
per cent; at the end of 1972 livestock numbers were 
reported to be the highest ever reached. 
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In Czechoslovakia, animal output again progressed 
satisfactorily, reaching a level of 17 per cent above the 
1966-1970 average. Procurements of slaughtering animals 
increased by 6.9 per cent, more than double the planned 
figure, and of milk by 6.3 per cent, compared with 3.8 
per cent foreseen in the plan. In spite of a relatively large 
increase in meat production, livestock numbers increased, 
the cattle herd by 2.7 per cent and the number of pigs 
by 2.6 per cent, due on the one hand to a good fodder 
crop, and on the other hand to a set of policy measures, 
e.g. increases of premia for pork meat production and 
tightening of regulations for calf slaughtering. 


Although the growth of animal output was only 
marginal in Hungary in 1972, the average growth rate 
over the past few years still compares favourably with 
that in other countries. Meat output increased by 3.9 
per cent and milk output by 1.8 per cent. Cattle and cow 
numbers at the end of the year were slightly higher: the 
decline in the number of cows in recent years was thus 
halted, following new measures introduced in the course 
of 1972, raising the profitability of cattle breeding (includ- 
ing a rise in purchase price) and imposing restrictions on 


slaughtering. The number of pigs declined in comparison 
with 1971, but the decline was less sharp than in certain 
years in the recent past. 


In Bulgaria, the number of cattle increased by 4.4 per 
cent. However, the pig population declined by 6.9 per 
cent, and the number of sheep by 2.2 per cent. Meat 
procurements rose by 7.3 per cent, egg procurements 
declined by 1.5 per cent and milk by 2.7 per cent. 


In all the countries of the area further efforts were made 
to increase supplies of fertilizers and to improve the level 
of mechanization. In Czechoslovakia, cereal harvesting 
was reported to be completely mechanized. In 1972, 
further progress was made in the mechanization of 
potato harvesting (one-third of the total crop was combine 
harvesting) and in the mechanization of sugar-beet 
harvesting (so-called two-stage harvesting was carried 
out in about 73 per cent of the area under sugar-beet). 
On the other hand, demand was still high for high- 
performance wheeler tractors. In the German Democratic 
Republic 3,900 million marks were invested in the mecha- 
ization of agriculture and 754 million marks spent on 


TABLE 2.7 


Stocks and deliveries of tractors, grain combines and chemical fertilizers in eastern Europe 
(Tractors and combines in thousands, fertilizers in thousand tons) 


End year census 


Tractors® 
Country 1966- 
1970 1969 1970 
average 

Виана ое о о 49.9 53.0 53.6 

Среспооуактаи в en anne 132.0 134.0 136.0 

German Democratic Republic . . 142.0 146.0 149.0 

Hungary as. ee oc eae te ar 67.7 67.4 68.9 

Poland) оон. 173.0 193.0 213.6 

Вомата сть ое 98.0 102.0 107.0 
Вана ee, cate nea 4.53 4.61 3.47 
Czechoslovakia ........ 9.58 6.93 8.33 
German Democratic Republic . . 10.67 11.07 11.40 
Мипрату ten pee een Maree 6.05 6.40 9.43 
| Ее a. hanes eee ee har 24.77 25.99 27.18 
Вот 9.87 9.00 11.99 


Стат combines 


1966- 


1971 1972 1970 1969 1970 1971 1972 
average 
Stocks 
555 60.0* 8.7 9.4 9.3 9.5 10.1 
138.0 14.6 15.3 16.4 17.6 
149.0 ОТ) 18.3 ЧО 15.9 
68.2 10.6 ia) 11.8 12.6 
237.5 266 10.3 12.1 14.0 15.7 
114.0 115 44.4 48.4 45.2 39.8 35.0 
Deliveries 
4.78 0.84 0.47 0.23 0.52 
9.19 1.67 1.48 1.50 1.78 
9.48 6.30 1.20 1.63 1.78 have! 1.01 
8.79 8.00 1.40 1.06 1.51 2.01 1.60 
32.84 38.7 1.77 1.65 2.00 1.99 1.70 
14.73 4.38 4.055 1.088 1.285 


ы=ьънБнзнзтнзБнь Ц 
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Country 


Bulgaria ое, eee ed oe 

о и by as Pet be eee Ree 
German Democratic Republic ae 
Hungary 
Poland 


ee 
Fertilizers application® 


1966- 
1970 1969 1970 1971 1972 
average 

и tee 651 692 639 636 646 
Sree: Pens ae 1049 {852 227 1349 1446* 
iy Soa ок 1445 1500 1535 1601 
о а ee 613 699 837 954 оу 
a eee 1854 2141 2416 2512 2888 
осо Би 540 Soil! 702 722 757 


а И de 


Sources: CMEA Statistical Yearbook 1971, national statistics, Plans and plan- 
fulfilment reports. 


@ Physical units. 


> Including maize combine harvesters. 
с Pure content value. 
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soil improvement in 1972. Irrigation systems were set 
up on 56,000 hectares, and drainage schemes on 106.000 
hectares of fields and grassland. In Hungary, the degree 
of mechanization of traditionally labour-intensive crops 
(sugar-beet, tobacco, vegetables) was reported as having 
improved. In Poland, however, the demand by farmers 
for combine harvesters and other machinery rented out 
by agricultural circles could not be fully satisfied. It was 
pointed out in this connexion that agricultural manpower 
is hard to obtain in certain regions at harvest time. In 
Romania, the area under irrigation, which rose by 13.2 
per cent in 1970 and by 18.5 per cent in 1971, increased 
by as much as 45 per cent in 1972. Some data on recent 
changes in stocks of agricultural machinery and the 
supply of fertilizers are provided in table 2.7. 


As regards the changes in the organization of agri- 
culture, mention should be made that in Bulgaria the 
system of agro-industrial complexes was further consol- 
idated, and that new methods are being sought to improve 
the standard of management. The recently adopted 
changes in planning methodology put the 170 agro- 
industrial complexes on the same level as large industrial 
concerns (State economic associations for planning 
purposes). Their plan targets have to be approved by 
the Council of Ministers, and they have to include the 
production volume of selected commodities, investment 
targets, and data on the introduction of new technology. 


In the German Democratic Republic in the course of 
1972 co-operative and State farms (the average size of 


which is 850 hectares) started to form “inter-farm divi- 
sions” having 3,000-4,000 hectares of farmland, for 
carrying out jointly all the cropping operations from 
ploughing to sowing and harvesting. In Czechoslovakia 
the number of collective farms was reduced by 9 per 
cent as a result of regrouping. Integration of production 
into larger organizational units has also been gaining 
ground in Romania, where it is being introduced mainly 
in order to facilitate the application of industrial proces- 
sing in livestock production. 


In Poland, a reorganization of rural administration 
was carried out at the end of 1972; 2,380 communes 
(gmina) were created, each with about 7,000 inhab- 
itants, and with an average area of 129 km2, re- 
placing 4,313 rural administration units (gromada). The 
new communes will have increased powers, both in the 
field of economic management and in the educational 
and cultural fields, and should take over a number of 
functions which previously belonged to higher adminis- 
trative echelons. In particular, they will have respon- 
sibility for State-owned agricultural machinery and for 
agro-technical services. 


1972 was the first year of application of the law on the 
regulation of farm ownership, passed at the end of 1971. 
This law recognizes the land used by individual farmers 
as being owned by them. About 50,000 ownership cer- 
tificates have been issued each month so far, and it is 
estimated that about 3.2 million such certificates will be 
issued by 1975. 


(ii) Industry 


In 1972, gross industrial production in the region 
increased by an estimated 7.0 per cent compared with 
7.7 per cent in 1971. A slower growth was registered in 
most countries, although the decline was generally not 
as pronounced as anticipated in the annual plans. Although 
trends were rather mixed in the individual countries, the 
aggregate growth of labour productivity also increased 
more slowly, reflecting a change in the rhythm of output. 


The pattern of change in output and productivity by 
countries is set out in table 2.8. Growth was slower than 
in 1971 in the Soviet Union, and in Albania, Bulgaria, 
Czechoslovakia and Hungary. It was as fast as in 1971 
in Romania and faster in the German Democratic 
Republic and Poland. The index for eastern Europe 
(excluding the Soviet Union) showed an improvement 
from a growth of 7.7 per cent in 1971 to one of 8.4 per 
cent in 1972, reflecting the better performance in the 
latter two countries.1’ 


Changes in the inter-country pattern of relative growth 
were minor. A feature of development in the last two 
years has been a rather narrow spread in the growth of 
labour productivity between countries. This meant that 
inter-country differences in industrial growth rates have 


17 Taken together, the German Democratic Republic and Poland 
account for over one-half of the output of eastern Europe excluding 
the Soviet Union. 


been, to a much greater extent than before, determined 
by the growth of employment. 


Changes in the growth rate of major industrial branches 
are shown in table 2.11. The engineering industry con- 
tinued to be in the van of industrial expansion, except for 
Czechoslovakia and Hungary, where the growth of the 
chemical industry was relatively faster. For the area as 
a whole, the growth of engineering and metal-working 
is estimated at 10.7 per cent and that of the chemical 
industry at 9.2 per cent, both figures being almost the 
same as for 1971. The expansion of metallurgy was also 
rather even, whereas the fuel industry grew, in most 
cases, at a slower rate than in 1971. Trends in other major 
branches were mixed. The growth of the light and food 
industries was about the same or faster than in the pre- 
ceding year in most east European countries. However, 
in the area as a whole it was slower due to a decline in the 
growth rate in the Soviet Union. 


In table 2.12, the “growth coefficients” of the various 
branches (the ratio of branch growth rates to over-all 
industrial growth rate) are shown against the back- 
ground of past trends and the 1971-1975 plan relationships. 
Although the profile of industrial growth in the last two 
years was generally well within the plan framework, 
some important exceptions occurred. In chemicals, the 
growth coefficient was significantly higher than planned 
in Hungary and lower in the German Democratic Re- 
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TABLE 2.8 Global output (A), Employment (B) and Output per man (C) in industry 


Percentage changes from preceding year 


1972 1973 1971-1975 
НЯ 970 1970 1971 her actual Plan Plan 
Albania 
Aero eee 12.9 7.8 11.1 9 9.5 10.4 10.3 
Bulgaria 
>. с Е 10.9 9.3 9.5 ТЕ! 8.3 9.9 9.6 
Вор 3.9 0.8 3.6 23 1.8 
ос ос 6.7 8.4 5.6 5.9 7.6 
anna и 6.8 8.5 6.9 Со ева: 
Вл ep 0.4 ПАЛ 0.8 0.6 1.0 0.7 
И ar Ses) 8.1 all 4.5 5.8 4.8 5.4 
German Democratic 
Republic 
ОА Oe ae 6.5 6.5 5.6 55 6.3 6.5 6.0 
О о ee 0.4 0.8 0.7 №2 0.8 —0.2 
о aes 6.1 5.6 4.9 5.0 5:7 6.2 
Hungary 
A 6.2 9.0 7.0 5-6 5.6 5.5-6.0 5.9 
а ereke: 2.6 0.6 —0.3 0.5 —0.8 — 1.5 
С ae ay a ee BES 8.0 7.0 4.5-5.5 6.5 5.5-6.0 4.3 
Poland oe 
A 8.5 8.5 8.3 70° 10.7 9.7 8.5 
B 93 1:6 3.1 8:3 4.5 Shi 2.5 
С 5.0 6.8 5.0 Soll 5.9 5.8 5.9 
Romania 
AMER a ee ee 11.8 12.1 De 11.0 eT 14.7 tes 
B 4.2 4.3 6.6 4.3 6.5 4.0 
С» 7.3 ies 4.8 Well Tat UB: 
Eastern Europe® 
A one re ae ee 8.0 8.5 fall 6.8 8.4 8.6 17 
а eee DS 1.4 23 DS ВЯ 
CE mr лид 5.4 7.0 3 6.0 5.9 
Soviet Union 
ее 8.5 8.5 Tel 6.9 5 5.8 8.0 
Bee ee 2.8 1.4 1.4 0.8 ile? 0.8 ile 
СЕ Е 5.5 7.0 6.2 6.1 р 5.0 6.8 
Byelorussian SSR 
A Water cat 12.3 12 12 8.3 9.7 7.9 9.6 
В ое Se 87 Ball 1.8 Bee 
С 6.8 8 8 6.4 6.3 
Ukrainian SSR 
О ae 8.3 8 6.9 5.6 6.3 5 7.4 
Во оао жа: ai 2 1.6 - 1.4 
Chem mete фе 5.0 6 Si 5.6 4.8 
Eastern Europe and Soviet 
Union 
аи 8.4 8.5 ТУ 6.9 7.0 6.6 7.9 
By cae ee ЗА DET, 1.4 тЫ, 1.5 3 
р а. 5.6 7.0 5.9 5.4 6.5 


Sources: National statistics, СМЕА Yearbook 1972, plans and plan-fulfilment reports. 

Note. Except where otherwise indicated, output data refer to gross production, 
The data cover State and co-operative industry only. Productivity figures are generally 
derived from output and employment data. 

< Targets set in original plans. The figures shown in the table may differ from 
those implied in the reported data on the actual change during the year and the per- 
centage of plan fulfilment, either because of plan modifications or because of differ- 
ences in the base. Original plan figures are usually related to Preliminary estimates 


of the base year: plan-fulfilment Teports, аз a rule, relate to the final returns of the 


base year. 


> Excluding production outside the industrial sector. 


< Sales. 


а Net output is to increase by 10.0 per cent. 


* For the method of weighting 
Europe in 1971, part II, Page 67, 


output and weights u 
footnote а. 


sed see Economic Survey of 
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public. Czechoslovakia and the German Democratic 
Republic have not succeeded in expanding their engineering 
industries in line with the planned proportions; in Bul- 
garia and the Soviet Union the relative growth of this 
industry was higher than planned. In Hungary and the 
_ Soviet Union the growth coefficient of the light industry 
was much lower than planned, while in Czechoslovakia 
and Romania it was higher. In a number of countries the 
growth coefficient of the food-processing industry was 
higher than planned. 


Changes in the growth rate of some major industrial 
materials are shown in table 2.13, additional data being 
provided in the appendix table. The growth rate of elec- 
tricity output accelerated in a number of countries, 
sufficient to offset the slower growth in the Soviet Unicn. 
Output of all major fuels expanded, however, at a slower 
rate than in 1971. Steel output rose in the area by 4.6 
per cent—about the same rate as in the preceding year— 
reaching a volume of 170 million tons. The growth of 
output of mineral fertilizers, plastics and resins was 
lower and that of synthetic and artificial fibres was higher 
than in 1971. 


According to the Plans for 1973, the rate of industrial 
expansion is to accelerate in Romania, Albania and 
Bulgaria, remain unchanged in the German Democratic 
Republic and Hungary, and slow down in Czechoslovakia, 
Poland and the Soviet Union. Should the plans be 
exactly fulfilled, the average growth rate of gross indus- 
trial production in the region would amount to about 6.6 
per cent in the current year. 


Review by countries 


In the Soviet Union, the rate of growth of gross indus- 
trial output declined from 7.7 to 6.5 per cent. While a 
decline in the growth rate was foreseen in the Plan for 
1972, growth was slower than planned (6.9 per cent) 
and it appears now, in the light of the very moderate 
target set for the current year (5.8 per cent), that the 
target in the five-year programme may be achieved only 
by a significant acceleration of industrial production in 
the coming years. 


The decline in the growth of Soviet industrial output 
was due to a large extent to the hard weather conditions 
in the winter of 1971/72. Apart from the dislocations in 
agriculture and the ensuing shortage of agricultural raw 
materials, the performance of construction was affected. 
However, there were also more endogenous reasons 
behind the decline. The slow growth of investment in 
industry in 1971 (4.7 per cent), combined with an excessive 
spread of resources over a large number of projects, 
resulted in widespread delays in the commissioning of 
new productive capacity, particularly in the ferrous 
metallurgy, chemicals, oil, gas and light industries. In 
addition, maladjustments between the structure of supply 
and demand for consumer goods, the effects of which 
had already been felt in 1971, were aggravated in 1972. 
The effective demand for a number of more traditional 
items having slackened, and new products being intro- 
duced at too slow a rate (due partly to investment delays), 


difficulties appeared in the implementation of the ambi- 
tious targets for the output of consumer goods.18 

As can be seen from the figures below, the slackening 
in the growth rate for the year as a whole reflected a 
weaker performance in each quarter compared with the 
corresponding period in the preceding year. 


Soviet industrial production 


(Percentage change over the corresponding period of the preceding year ) 
а о i re, 


First Second Third Fourth 

quarter quarter quarter quarter 

1969 Sone по. 6.0 7.8 Ih? 7.0 
1970 eee ee. ee ee 8.9 8.1 7.9 8.3 
о ро 8.6 8.4 7.6 6.6 
1912 щи. 7.0 6.6 6.5 5.9 


The growth rate of labour productivity declined from 
6.2 to 5.2 per cent, the target being a growth of 6.1 per 
cent. Employment rose by a modest 1.2 per cent which, 
however, was more than planned (0.8 per cent), both the 
rate and the degree of over-fulfilment being of about the 
same order as in the two preceding years. 


Although production was less than planned, the volume 
of industrial sales reached the plan target. Sales signifi- 
cantly in excess of the plan were attained by the Ministries 
of coal, instrument making, means of automation and 
control systems, and motor vehicles. Sales below target 
were reported by the Ministries of machine production 
for the light and food industries, wood and paper, and 
the light industry. The Ministries for food processing, 
meat and dairy products, and fish were all able to meet 
or to over-fulfil their targets. Industrial profits rose by 
about 9 per cent (in constant prices), down from some 
13 per cent in 1971. 

While the slackening in the industrial growth rate 
reflected a deceleration in the growth rates of both the 
producer- and the consumer-goods sectors, the slow- 
down was more pronounced in the latter. In fact, the 
reduction in the growth rate of producer-goods output 
was exactly as planned (from 7.7 to 6.8 per cent), while 
the slackening in the growth of consumer-goods output 
was from 7.7 to 6.0 per cent, the plan having envisaged a 
growth of 7.1 per cent. The Plan for 1973 now provides 
for further changes in the same direction (a growth of 
producer-goods output of 6.3 per cent and of consumer- 
goods output of 4.5 per cent) (table 2.9). 

Fuel, chemicals and construction materials accounted 
for the deceleration in the growth of producer-goods 
output.!9 In this sector industries which expanded most 
were engineering (11 per cent), chemicals (9 per cent) 
and energy (8 per cent). In the consumer-goods sector all 
major sections showed a weaker performance. However, 
output of “cultural and household goods” produced 
mainly by the enterprises of heavy industry continued to 


18 In 1971 this was expressed in an equal growth of consumer- 
and producer-goods output instead of the significantly faster growth 
of the former envisaged in the plan. 

19 The same branches also accounted for the deceleration of 
the growth of producer-goods output in 1971. 


2 Eastern Europe 
eer 
TABLE 2.9 
Growth of producer- and consumer-goods output 
(Percentages) 
1972 1973 1970-1975 
Bee 1970871 Plan actual | Рот Plan 
Albania р 
Producer goods 15.8 12 ie 
Consumer goods 9.6 9 oe 
ао: 0.61 0.75 0. 
Bulgaria 
Producer goods 11.9 12.1 11.8 si Et ie 
Consumer goods. . . 9.8 6.7 5.8 oh aC aie 5 | 
Вано Е 0.82 0.55 0.49 0.77 
Czechoslovakia 
Producer goods .. . tel 7.9 Wee 6.9 
Consumer goods. . . 6.2 9.4 6.0 6.0 
Tati Os ar sea Seki 0.87 1.19 0.82 0.87 
German Democratic 
Republic 
Producer goods .. . 1.3 ee 6.2 4.9 
Consumer goods. . . 4.6 3.9 4.4 И 
Ка. 0.63 0.54 0.71 1.45 
Hungary 
Producer goods .. . 5.8 6.7 4.7 
Consumer goods. . . 7.2 8.7 6.1 
Вано а 1.24 1.30 1.30 
Poland - 4 
Producer 20045... 9.4 9.0 8.4 fa 10 spd oe 
Consumer goods. . . 6.5 7.6 8.0 ie 11 10.7 8.2 
Ratiow se. м. 0.69 0.84 0.95 м ie 1.15 0.95 
Котата 
Producer goods 13.0 14.0 2 12.44 
Consumer goods. . . 9.5 8.3 10.8 10.34 
Ration cy nee hie aes 0.73 0.59 0.89 0.83 
Soviet Union 
Producer goods .. . 8.6 8.3 eal 6.8 6.8 6.3 7.9 
Consumer goods. . . 8.3 8.9 Tail Tell 6.0 4.5 8.2 
Вано 0.97 1.07 1.00 1.04 0.88 0.71 1.04 


Sources: National statistics, CMEA Yearbook 1972, р. 64, Plans and Reports on plan fulfilment. 
Моте. Ratio is of consumer-goods to producer-goods output. Data for Hungary are not comparable with those in table 2.8. 


< Mean of the planned range. 
> Sales. 


grow at a high rate (10 per cent against 12 per cent in 
1971).20 


The output of electricity increased by 7.2 per cent and 
reached 858 billion kWh. As can be seen from the figures 
below, the gap beiween the growth of electric power 
generating capacity and output has widened in the past 
two years; this may reflect increased pressure on supplies. 
A characteristic feature was the fact that output of hydro- 
power stations did not increase, notwithstanding a signi- 


20 According to the latest available information the composition 
of output of the consumer-goods sector has been as follows (in 
wholesale prices as of July 1967): 


1965 1970 1971 
Products of light industry ................ 26.4 28.8 28.5 
Products of food-processing industry ...... 54.6 48.6 47.6 
Products of heavy industry............... 19.0 22.6 23.9 

Cultural and household goods@........ .10.7 13.3 13.7 


а Mainly of products classified as those of ‘heavy industry’’. 


ficant expansion of capacity.21 Although output of 
atomic power stations rose rapidly (from 3.5 billion kWh 
in 1970 to 7.7 billion kWh in 1972) its share is still insig- 
nificant 2? and practically the whole of the increment was 


achieved through expansion of production of thermal 
stations.28 


21 The capacity of hydro-power stations must have risen by some 
12 per cent in the two years. The 1.9 per cent decline in output of 
hydro-electric stations in 1972 was said to be due to unfavourable 
hydrological conditions on some rivers. 


22 In 1972, thermal power stations accounted for 84.7 per cent, 


hydro-stations for 14.4 per cent and atomic stations for 0.9 per 
cent of the total electricity output. 


23 This, of course, affected fuel requirements, though not fully 
offsetting the savings on fuel attained by the continued decline in 
“specific” fuel consumption (from 367 grammes in 1970 to 354 
grammes in 1972, in coal equivalent per kWh). 
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Changes in capacity production and consumption of electricity 
rr (Percentage change) 


жм®Б—Б—ьБФЖЩЪ  eae—xXS—a 


1966-1970 1971 1972 1973 
average Plan 
Capacity meses ee 7.6 55) 6.2 55 
О о а 7.9 8.0 UPA 6.6 
Hydro-station ... 8.8 1.4 —1.9 
Consumption® ... . 7.6 
of which: 
Industryae eee 7.6 6.6 6.2 
NRE OVE se A 8.0 7.0 7.3 30 
Agriculture? 13.0 16.64 13.6 
Urban meee oe 7.2е 10.14 6.9 


а Output less transmission losses and export, 
> Including home use. 

с Partly estimated. 

@ Average 1971 and 1972. 


Output of the fuel industry rose by 5 per cent with a 6 
per cent rise in petroleum and a 4 per cent rise in gas 
and 2 per cent in coal output. All these figures compare 
unfavourably with those for 1971, the deceleration in the 
growth rate being particularly pronounced for the output 
of natural gas. Almost the whole increment in fuel output 
was achieved by the expansion of production in eastern 
regions,24 and the problems of assuring adequate supplies 
in the European part of the country remains a matter of 
concern to the planning authorities. 


The metallurgical industry maintained a 6 per cent 
growth rate. Data pertaining to ministerial divisions 


24 The extent to which the geographical distribution of fuel supply 
becomes increasingly unfavourable is illustrated by the following 
figures. 

Percentage share of eastern regions in total output 


1970 1975 Plan 
Grudeioil es а ое 18.1 37 
Natural gas 29.8 49 
Coal eos. 43.2 49 


indicate a growth of ferrous metallurgy by some 4 per 
cent and of non-ferrous metallurgy of some 7 per cent. 
Although production of raw steel and of rolled products 
reached the planned level, there appears to have been an 
increasing pressure on supplies, prompting a 22 per cent 
increase of investment in this branch in the current 
year. The rapid growth of the motor-vehicle, farm machi- 
nery and some other heavy metal consuming sections of 
engineering has added to the demand for metallurgical 
products. 


The growth of the chemical industry decelerated from 
10 per cent in 1971 to 9 per cent in 1972, and the Plan 
for the current year provides for a growth of 8.5 per cent. 
In order to speed up the growth of this industry, invest- 
ments are to rise in the current year by as much as 40 
per cent, to a level which is apparently higher than 
contemplated in the Five-year Plan. 


The growth rate of the engineering and metal-work 
industry (11 per cent) was practically identical to that in 
1971 and in line with the five-year target. Few changes 
took place in the growth of the various sub-branches, as 
the text-table below indicates. Output of passenger- 
cars rose by 38 per cent to the planned volume of 
730,000.25 The expansion of output of consumer 
appliances was rather modest. A fast growth was achieved 
in vacuum cleaners (25 per cent) and refrigerators (10 
per cent), but output of television sets rose by 3 per cent, 
that of radios remained unchanged and production of 
washing machines declined sharply (a decline of 26 per 
cent, due partly to a delay in the introduction of auto- 
matic models). 


25 An increase in production by more than 200,000 passenger-cars 
in 1972 was due mainly to progress in developing the Togliatti works 
on the Volga. The third assembly line (which is to produce an 
improved model with 75 h.p. engine) was completed in December 
last. In 1973 the production here is expected to reach 500,000 cars, 
that is, approximately three-quarters of the total capacity of 
660,000 units per year. 


Soviet Union: Output by ministerial departments 
(Index numbers, preceding year = 100) 


1972 


1969 1970 1971 


Output Productivity 


Heavy industry, power and transport, 
machine-building 


Construction, road-building and civil 
engineering 


Chemicals and petroleum machine- 
(UNG gen бое БЫ 

Metal-tool and tool industry 

Motor-vehicle industry . . 

Tractor and farm machine-building. . . 


Machine-building for light industry, food 
industry and household appliances 


Electrital equipment industry . . 


Instrument-making, means of automation 
and control systems 


Deen 


107 106 107 107 107 
Wali 110 110 110 108 
110 108 110 109 107 
109 109 110 110 107 
110 110 116 114 109 
108 108 109 109 107 
111 110 109 109 108 
109 108 108 108 107 
119 121 120 118 ПИ 
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As already mentioned, the growth of the predominantly 
consumer-goods branches has been hampered to a large 
extent by maladjustments between supply structures and 
demand patterns. As in a number of other countries, this 
problem has arisen at a point when, at existing levels of 
effective demand, the market has become saturated; 
continued fast growth thus depended to a large extent 
on the improvement of quality and greater variety of 
goods. Though efforts are being made in this direction, 
progress is not yet considered adequate.?6 


The gross output of both the light and the food- 
processing industries grew by 3 per cent. Among fabrics, 
production of silk increased by 7 per cent, and of linen 
by 2 per cent; the rest remained unchanged. The ready- 
made clothing sector expanded by 2 per cent, but output 
of leather footwear declined by 5 per cent.?” In the food 
industry, meat processing rose by 6 per cent, fish proces- 
sing by 3 per cent, output of butter by 6 per cent, and 
milk and milk products by 1 per cent. Output of sugar 
decreased by 1 per cent, and oil by 3 per cent. 


Among measures to improve the planning and manage- 
ment system, mention should be made of the revision of 
the system of formation and allocation of incentive 
funds made during the year. The innovation consisted in 
making the funds dependent more on long-term (five-year 
plan) than on short-term (annual plan) performance. In 
addition, the degree of fulfilment of the plan for labour 
productivity and for the share in output of high quality 
products were introduced as factors determining the 
size of the funds. 


New wholesale prices for engineering and light industry 
products came into effect as from 1 January 1973. The 
average level of prices of the products of the engineering 
and metal-work industry was reduced by 12 per cent,?8 
whereas that of products of the light industry was raised 
Бу 9 per cent.29 The adjustments reflect changes in the 
average production costs which have taken place in 
recent years.29 Apart from this, the reform aims at the 


26 Delays often result from the lack of modern materials as well 
as productive facilities. In December 1972, a resolution of the CPSU 
Central Committee and the USSR Council of Ministers was adopted 
to increase the production of special equipment for output of 
consumer goods and services. Quantitative targets were fixed for the 
enlargement of the range of machines and equipment, the mod- 
ernization of plant and discontinuation of obsolescent techniques. 


2? This may be explained partly by a decline in the demand for 
outmoded models. 


28 The following percentage reductions were reported in the 
various sections: 


Computing equipment ....... 29 
Instrumentimaking 3] 29) 2. 94. 4 25 
Blectronicswe alte А cae ee ee 18 
Foundry equipment.) 1... 0.2 We 14 
Radiorequipment, 005 ee 13 
Electro-technical industry ...... 12 
Metal-cutting and pressing machines. . 11 


ый The rise in wholesale prices will have no effect on the level of 
retail prices. Above-average price increases took place in cotton and 
silk products and in knitted wear. 


30 The increase in prices of products of the light industry reflects, 


among other things, the rise in procurement prices of agricultural 
raw materials. 


differentiation of prices in such a way as to promote 
innovation and technical progress and, especially, to 
provide incentives to undertake production of new 
items. In preparation are new price lists for fuel, energy 
and basic materials.31 The average level of producer 
prices in these branches will not undergo any great change, 
although the prices of the various products may be 
adjusted significantly. The aim of these adjustments, 
similar to those in the processing branches, is to create 
a price system capable of stimulating a better product 
mix and in certain cases of influencing the pattern of 
demand by industrial users. 


Efforts are being made to accelerate the growth of 
labour productivity and speed up technical innovations 
in industry. Special attention is being paid to mechani- 
zation of auxiliary works where a great number of 
workers are still employed. A long-term programme for 
development and production of standardized equipment 
for these works has been elaborated. The introduction 
of new automating technological processes with the use 
of iarger capacity units of equipment is also given priority 
in many industrial branches. 

In the Byelorussian SSR and in the Ukrainian SSR the 
growth of industrial output was slower than in 1971, but 
faster than planned. In both of these republics the over- 
fulfilment of output plans was associated with a signifi- 
cantly higher than envisaged growth of employment. 
In the Byelorussian SSR, gross industrial production rose 
by 9.7 per cent, the chemical industry expanding by as 
much as 20 per cent. In the Ukrainian SSR, gross indus- 
trial output expanded by 6.3 per cent, the engineering 
industry being in the lead. 


Among the east European countries, gross industrial 
production in Albania rose by some 9.5 per cent, which 
although slightly higher than planned was among the 
lowest rates registered since 1965. While little information 
on growth by branches is available it would appear that 
both the light and the food industries, still accounting for 
some 50 per cent of the total, did less well than in 1971. 
Important increases were reported in crude oil (16 per 
cent),3? coal (17 per cent) and electric energy (12 per cent). 
Output of chromium ore, an important export item, rose 
by 7 per cent and that of cement by 9 per cent. The 1973 
Plan foresees a slight acceleration in the over-all growth 
rate, although output of the light and the food industries 
is apparently to expand much faster than in 1972. Taken 
together, producer-goods output is to expand 12 per 
cent and consumer-goods output 9 per cent. The latter 
is a somewhat higher rate than was envisaged in the five- 
year programme. Significant growth is anticipated in the 
output of chromium (22 per cent), building materials 
(19 per cent) and food processing (13 per cent). 

In Bulgaria, gross industrial output rose by 8.3 per 
cent which, although more than planned, represents a 
relatively low rate by historical standards. The growth 
of industrial labour productivity was slightly higher than 


31 Some corrections in the prices of basic materials were intro- 
duced as from 1 January 1972. A completely new price list will be 
applied as from January 1974. These prices will serve as a basis for 
the elaboration of the Five-year Plan for 1976-1980. 


32 Output of crude oil will reach 2.7 million tons by 1975. 
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in 1971 reflecting а slow-down in the 
flecting growth of employ- 
ment. Changes in both indicators, however, А 
unsatisfactory as employment continued to expand more 
Be labour productivity less than planned in the Five-year 
an. 


The deceleration in the growth rate of Bulgarian indus- 
trial production in 1972 was apparently due to a large 
extent to the slow-down in the growth of industrial 
investment and, even more, in completions in the imme- 
diately preceding years. Whereas between 1965 and 1968 
the average annual rate of growth of industrial investment 
was 18.0 per cent, between 1968 and 1971 the average 
growth was about 2 per cent. In 1971, and in 1972, the 
volume of investment has actually declined. Industrial 
completions, after having reached a peak in 1969, declined 
in the following three years. 


While no data are available, it would appear that the 
gap between the growth of producer- and consumer- 
goods output remained large in 1972. Instead of rising at 
a rate of 8.5 per cent as foreseen in the five-year pro- 
gramme, consumer-goods output must have risen at a 
rate of some 6 per cent in the past two years, whereas 
the growth of producer-goods output was near to the 
planned average of 11 per cent. Steps are now being 
undertaken to remedy this situation, these being linked 
with the comprehensive programme adopted in December 
1972 to speed up the improvement in the living standards 
of the population. In accordance with this programme, 
the growth of consumer-goods output is to increase in the 
remaining years of the present Five-year Plan at a rate 
above that originally planned. 

Changes in the profile of industrial growth by branches 
included a steep decline in the growth of fuel, wood, 
paper and leather industries, and some speed-up in the 


growth of the chemicals industry. The engineering and 


metal-work industry increased production by some 
15 per cent after an expansion of 17 per cent in 1971, 
reflecting a good export performance. The export- 
oriented food industry expanded production by 5 per 
cent, down from 6.4 per cent in the preceding year. 

Apart from the faster growth of consumer-goods output 
already mentioned, the 1973 Plan envisages a marked 
acceleration in the growth of the chemicals industry. The 
output of this industry is planned to increase by 22 per 
cent, with output of fertilizers expanding 28.9 per cent, 
chemical fibres 17.1 per cent, synthetic resins 18.9 per 
cent, and synthetic rubber by 50 per cent. Mainly in 
anticipation of a continued high level of export demand, 
output of the engineering industry is planned to rise by 
19.2 per cent, a rate not achieved since 1967. 

In the elaboration of the 1973 Plan, the role of “counter- 
planning” 33 has been widely stressed, i.e. the participation 
of the economic units in the planning process as well as 
their greater operative independence and responsibility. 
Attention is also being focused on the strengthening of 
inter-branch ties, particularly in connexion with the long- 
term programme of raising living standards. The latter 
calls for a “comprehensive approach” in the solution of 
“programme-objectives” as defined in various areas. 


33 Planning at the enterprise level. 


In Czechoslovakia, gross industrial production rose by 

6.4 per cent and gross output per man by 5.8 per cent. 
Both figures were lower than the comparable figures in 
the preceding year but significantly higher than those 
foreseen in the annual plan. Because of difficulties in 
labour recruitment, employment rose somewhat less than 
planned. 
The extent of attainment in terms of other “efficiency 
indices” is less clear. It has often been reported that 
excessive growth of material inputs has been a major 
problem in the development of Czechoslovak industry 
during recent years. As can be seen from the figures below, 
net industrial output has been rising at a slower rate than 
gross output and one of the major tasks of industry in 
1972 was to reverse this development. Information 
currently available indicates that, while the increase in 
material requirements was halted, the plan targets in this 
respect were not fully achieved.*4 


Percentage change 
Gross output Net output? 

би - 7.1 9.1 
1968 ао 5.5 5.9 
обо. > 5.4 3.4 
О BR te 8.5 8.3 
ISLS tot ees 6.9 5.8 
1972 ее да 6.4 


@ As recorded in the statistics of national income. 


According to preliminary data, industrial sales rose 
by 6 per cent, which was about the same rate of slow- 
down as that in gross output (table 2.10). However, 
deliveries to final outlets expanded at about the same rate 
as in 1971, this being the combined effect of a faster 
growth of deliveries to the consumer market and a slower 
growth of deliveries for export and investment. While the 
target of deliveries for home consumption was over- 
fulfilled, an increase in the stock of a number of unsaleable 
goods was reported. The weak performance of investment 
deliveries was partly the result of channelling investment 
funds towards construction rather than machinery and 
equipment and partly what was said to be the failure of 
investors to “clarify their requirements in time”. 


The structural pattern of growth underwent little 
change in 1972. In the producer-goods sector, energy 
was the only branch where there was any significant 
acceleration in the growth rate. Electricity production 
increased by 4.2 billion kWh, i.e. by almost 9 per cent. 
The supply of electricity (as well as of gas) remained 
limited, however, and it was reported that regulation and 


84 This is according to various official statements. The non- 
fulfilment of planned “net” to “gross” proportions in industry is 
also indicated by the non-fulfilment of the corresponding proportions 
relating to national income as a whole. Thus, according to the 1972 
Plan, national income was to increase by 5.0 per cent and inter- 
mediate consumption by 4.0 per cent. Preliminary data for 1972 
indicate that the growth of the national income was 5.7 per cent 
and that of intermediate consumption 6.0 per cent. 
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TABLE 2.10 
Changes in the volume of industrial sales, by type of outlet 


Percentage 


Annual percentage change 


Pa sO Rs el A ae) ee rn ЕН Е 


Czechoslovakia 
Total industrial sales 


of which: | 
Intermediate outlets 


Final outlets 
of which : 
For personal consumption. . 
Investment 
о-в о о моно nent ee 


Cr Ти О С ОАО) 


г СУ СР овса С 


ood т ЗЕ eee Ane 


CAC A a IP С» Г 


Hungary 
Total industrial sales 
of which: 
Intermediate outlets 
Final outlets 
of which: 
For persona! consumption. . 
Investment 
ВХР о cass. Medes ии 


PO MOT р о у CL 


of total 
cide 1969 1970 И 
100.0 6.4 8.8 6.5 5:57 
64.5 5.0 10.1 6.7 5.07 
35.5 9.1 6.4 6.4 6.34 
15.6 8.7 4.8 a5 5.98 
4.2 14.4 1.4 6.2 5.74 
Dy 8.0 10.5 10.2 7.84 
100.0 5 8 4) 6 
52.6 0 6 6 3 
47.4 10 10 8 10 
2222 8 1 4 dl 
3.9 10 6 10 -—10 
21:3 13 7 9 16 


в In current prices, data for nine months. 


control of consumption by industrial users will have to 
remain in force in the current year. The growth of the 
fuel industry slowed down, reflecting a decline in the 
output of coal. In the consumer-goods sector, the clothing 
industry performed better than in 1971, but the growth 
of output of consumer durables was apparently slower. 


In 1973, a certain slow-down in the consumer-goods 
sector is apparently expected as the Plan provides for 
only a 4.6 per cent increase in the combined output of 
consumer-oriented branches.®° Little change is envisaged 
in the pace of expansion of the predominantly producer- 
goods branches, the combined output of which is sched- 
uled to increase by some 7.5 per cent. Elimination of 
shortcomings in the pattern of supply, particularly of 
consumer goods, and greater efficiency of production 
continue to be stressed as major current tasks, 


In the German Democratic Republic the rate of expan- 
sion of industry accelerated from 5.6 to 6.3 per cent as 
against the 5.5 per cent growth foreseen in the Plan. 
The better performance reflected a lessening of the 
imbalance which had developed in the preceding years 
between the supply of basic materials and semi-manu- 
factures and the demand of industrial users. A contri- 
buting factor was also the increase in agricultural supplies 
which made it possible to reduce food imports and to 
raise imports of industrial raw materials. Electricity supply 
was more steady owing to the completion of new genera- 
ting сарасцу.36 Pressures on fuel supplies were also 
reported to have lessened, partly owing to the fast rate 
of development of domestic gas resources.3? 


35 Wood, paper, glass, textiles, clothing, leather, food processing 
and printing and publishing. 

36 Stations with a capacity of 959,000 kW were put into 
operation in 1972, representing a 7.2 per cent increase in total 
capacity. The average increase in 1971 and 1972 was 6.8 per cent 
compared with an average of 4.1 per cent in 1966-1970. 


37 Production of gas, reported to have expanded from 1.4 million m® 


In view of the limited data available, developments by 
branches are shown by the data on changes in output 
by ministerial departments (see text-table page 80). Faster 
growth is indicated in the chemicals industry, some sec- 
tions of the engineering industry and the light industry. 
In contrast with 1971, most ministries were able to meet 
their original (as well as their revised) targets. The 
under-fulfilment of the original target of the Ministry of 
fuel and energy is to be seen in connexion with the decline 
of output of lignite. However, stocks of lignite were 
reported to be sufficient. The lower than planned growth 
of output of the Ministry of heavy engineering and com- 
plete installations is apparently related to inadequacies 
in the supplies of components and parts. 


Among institutional developments was the change- 
over by mid-1972, to full State ownership, of practically 
all enterprises with private participation or which were 
privately owned. The role of such enterprises remained 
relatively important in the German Democratic Republic 
until last year, when they accounted for some 11 per cent 
of industrial production.38 


A feature of the Plan for 1973 is the envisaged faster 
growth of consumer-than of producer-goods output. 
As can be seen from table 2.9, this will imply a reversal 
of the past relationship, which in the German Democratic 
Republic has been characterized by a wide gap in favour 
of the producer-goods sector.3® Higher output will be 


in 1970 to 2.8 million m$ in 1971, rose to 5.0 million m8 in 1972. In 
1973 production is to rise to 7.0 million m3. 

38 Their share in employment was 15 per cent, and as much as 
33 per cent in light industry. 

= A fast growth of consumer goods is also envisaged in the fol- 
lowing year as it is planned to raise investment (1973) by 63 per cent 


in the light industry, 60 per cent in glass and ceramics and 37 per 
cent in the food industry. 


Production trends in agriculture and industry 


Farr ие ныне” AN lahat dae ee ee ae 
“2 Commodity production 


Industrial Ministry 


Fuerand power Seren, 
Ore mining, metallurgy and potash industry. . 
Chemical industry 
Electro-technical industry and electronics. . 

Heavy engineering and complete installations . 
Processing machinery and transport equipment 
Light industry 


Locally administered industry and food industry 
Geology administration? 


ое о en ee eee 


(Annual percentage change) 


1972 Plan 1972 1973 

Hs original revised ele Mae 
3.0 3,2 —1.4 1.2 6.4 
7.0 4.2 3.0 5.9 4.8 
5.6 6.7 6.4 8.0 8.4 
8.4 8.4 O52 10.0 8.6 
5.0 6.6 nhl 6.0 6.9 
6.7 Syl 5.4 5.6 7.9 
5:3 6.6 5.6 6.2 7.7 
a: Бе 4.6 6.1 8.0 
5.6 4.9 Bye 5.2 5.6 

14.0 26.0 


Sources : Statistical Yearbooks, plans and plan-fulfilment reports, 
а The Ministry of Glass and Ceramics was created at the end of 1971, Previously glass and ceramics production was con- 


trolled by the Ministry of Light Industry, 

> Including oil and natural gas production. 
accompanied by a correspondingly faster growth of 
deliveries to the home market (scheduled to increase by 
6.8 per cent), whereas in some areas a considerable 
shift in deliveries in favour of this market (away from 
exports) is to take place.4? Apart from this, emphasis is 
on the improvement of the industrial infrastructure, a 
further strengthening of the fuel and raw material base 
and the promotion of technically advanced sections of 
the engineering industry. 

In Hungary, the growth of gross industrial production 
decelerated from 7.0 to 5.6 per cent, roughly in line with 
the slow-down anticipated in the Plan. Employment 
having declined by 0.8 per cent, the growth of industrial 
labour productivity amounted to 6.5 per cent, which was 
in line with the fast growth recorded in the preceding 
years and well above the rate envisaged in the five-year 
programme. Sales by industrial enterprises rose by 6 per 
cent, of which sales to final outlets increased by some 10 
per cent, i.e. much faster than production. Reduction in 
sales for investment was more than compensated for 
by the faster growth of sales to the consumer market 
and of deliveries for export (table 2.10). 

In the light of current policy objectives, the figures 
just presented indicate significant achievements. Rather 
than stressing growth in qualitative terms, the major 
emphasis in Hungary is now on structural and qualitative 
improvement. Moreover, the 1972 Plan aimed above all 
at correcting some imbalances and reducing tensions 
which have appeared as a result of developments in the 
two preceding years. One of these was in the field of 
foreign trade, largely as a result of an excessive and much 
above-planned rate of investment. Another was on the 
home market, the result of a renewed tendency to struc- 
tural maladjustments expressed, among other things, in 
a sharp decline in deliveries and in unwarranted stock 
increases. The Plan also aimed at increased stringency at 
the enterprise level with a view to more economic use 
of labour and other resources. 


40 This is the case in particular with regard to products of the 
light industry and of the glass and china industry: with a planned 
increase in output of 7.7 and 8.0 per cent respectively, deliveries 
to the home market are expected to rise by 22.3 and 27.4 per cent 
(data pertaining to ministerial departments). 


The progress reported in the over-all improvement of 
the industrial structure is less easily measurable in 
numerical terms. “Economically justified” production 
was increased and the output of items characterized by 
excessively high domestic cost reduced. Production and 
consumption of aluminium products, plastics and advanced 
technology manufactures were reported to have increased 
in accordance with the Plan. Favourable changes were 
also reported in the composition of the output of con- 
sumer goods, the share of technologically advanced 
products also having expanded significantly. 


The reduced growth of over-all industrial output 
reflected a significant deceleration in mining, metallurgy 
and a less substantial one in engineering. The chemicals 
industry continued to grow at an impressive rate (12 per 
cent). Deliveries of the light industry to consumer markets 
rose by 5 per cent after declining by 1 per cent in 1971; 
export deliveries accelerated from a growth of 13 per cent 
to one of 16 per cent. In the food industry, the growth of 
deliveries for export declined from 19 per cent to 4 per 
cent while deliveries to consumer markets accelerated 
from 5 to 8 per cent. The decline in the growth rate of 
the engineering industry reflected the slackening of 
investment demand. After a decline of 2 per cent, deli- 
veries to consumer markets rose by 5 per cent and export 
deliveries accelerated from 9 to 17 per cent, In the 
chemicals industry, the growth of deliveries to consumer 
markets accelerated from a rate of 7 to 45 per cent, and 
to export outlets from 9 to 27 per cent. 


The main objective of the 1973 Plan is a continuation 
of the structural transformation and further progress in 
raising economic efficiency. Metallurgy and engineering 
growth rates are to accelerate. In engineering, the growth 
of manufacture of buses and telecommunication equip- 
ment, mostly for export, will be above average, whereas 
because of slackened demand less railway wagons, ships 
and tractors will be produced. 

In Poland, the growth of gross industrial output 
accelerated from 8.3 to 10.7 per cent, the highest rate 
attained in more than a decade. Good results are also 
indicated by a number of other global indicators. Indus- 
trial sales rose 10.5 per cent, which also surpassed the 
rate for 1971 and significantly exceeded the original 
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TABLE 2.11 


Gross output of some major branches 
(Percentage change from preceding year) 


a ee ee eee eee ee 


а ее 
Electricity and heat 
Виа ео. 13.3 ТЫ 6.6 5.8 
Czechoslovakia ........ 7.3 5.8 55 8.6 
German Democratic Republic . . Sahl 4.2 0.6 aif 
Hungary) crane seein eee 7.6 9 3 8 1 
Роли, биг 8.6 8.3 8.7 10.8 
Romatiia’e. о ot ot ces Gees 16.7 12.0 №22 Os 
Eastern Europ ........ 8.5 UP 5.9 Me 
Soviet Union. 40.00) en 9.0 Val 8.5 8 ar ake 
Byelorussian 558 .... 13.7 17 23 14 13 i 
Ukrainian SSR... ... 9.0 8 9 6 7 8 
Тод ет и. 8.9 7.6 7.8 is я 
Fuel 
Выдает. 15:2 21.1 252 12.9 ом 
Czechoslovakian. te es 5.0 5.8 5.9 ae 0.4 
German Democratic Republic . . 5.0 5.0 We we 
Hungary 4s. ооо 3.3 3.4 —0.6 
Poland Ori оке 6.4 7.0 5.1 6.4 
Romaniaiiies e000) op о <<) Gis 5.9 8.9 3:7 3.5 
Eastern Егор. ....... 5.9 TA 6.1 
Soviet Union. ....... 5.3 6.5 5.8 5 
Byelorussian SSR .... 23.4 19 26.3 10 
ОЕ Я Зо meen 2.3 5.2 = 4 
Totaliarea carr iia) ace 5.6 6.7 5.9 
Metallurgy 
Bulgaria Sen feat eee aoe 9.8 10.3 10.1 10.8 a Se 
Czechoslovakia ........ 5.1 6.8 5.4 5.4 3.8 4.4 
German Democratic Republic 5.6 4.6 7.6 6.26 
Hungary. 25 sit We) is ene 5.3 8 7 2 4 4-5 
Poland. sarees Вот Ро рее 6.4 Tal 8.9 9.5 6.5 9.1 
Romaniay ое Wed 11.6 7.2 9.6 
Eastem Europe? . . ... . . % 6.8 17 т 7.3 
Но а оъ овес 6.8 6 6 6 
Byelorussian SSR js я se oe bee 
Ukrainian SSR. ..... 2.4 5 4 3 
Е <a re 6.8 6.4 6.4 6.4 
Engineering and metal work 
Bulgariay es. oe eee oe 15.6 12.4 17.0 14.5 5 19.2 
C@zechoslovakiaueen eee ene 9.3 10.1 8.2 7.4 tise 7.6 
German Democratic Republic . . 8.2 7.9 6.4 7.35 te ae 
Hungary. a @ ony eine ine 7.9 10 8 6 5 8-9 
И о оо оо ото 12.3 11.9 12.4 13:5 9.2 11.9 
ROMania hese coe en eee 15.9 16.0 15.8 16.1 151 
Easterni/Europe? о. 10.4 10.4 9.7 10.0 ae У 
Soviet Опюп. ....... Le 7, 10.8 11.3 11 11.8 10.4 
Вуеошзяап $58 .... 14.9 14 14.8 14 че 12 
Ukrainian 55В...... 12.0 11.4 11 2 she 10 


озаатело п aa ee 11.3 10.7 10.9 10.7 


Production trends in agriculture and industry 79 
TABLE 2.11 (concluded) 
a Gross output of some major branches 
(Percentage change from preceding year) 


eee 


Average 


1966-1970 ___ 1970 оо ЗА roe jth 
Chemicals and rubber 
Bulgaria: See. at ec 21.4 21:1 7.9 10.0 os 22 
Czechoslovakia ........ 9.8 11.7 11.0 10.2¢ 8.56 8.6 
German Democratic Republic .. 6.9 6.3 4.4 7.85 Ни с 
Hungary И Е ee 12.1 12 13 12 ИИ rk: 
Poland Marge come es 2 13.2 12.3 8.9 10.7 8.7 13.5 
Romania о, 20.8 24.2 Siz 12.1 
Eastern Europe* .,..... 10.9 11.6 8.3 10.0* au 
Soviet Unione о особое 7 11.9 10.4 9 10.5 8.5 
Byelorussian 55В..... 27.0 26 25.9 20 “ge ih 
Ukraintan'SSR2 0... 13.4 15.2 12 10 Ae 8 
о cas. 11.5 11.8 9.6 9.2 
Construction materials 
Bulvariaw ae. yl sess 10.1 8.6 8.8 9 ВВ ne 
Czechoslovakiay . sae seek woe o 6.9 9.6 7.7 6.4 6.8 8.0 
German Democratic Republic . . 58° 144 7.0 4.25 
Hungary eee cee ce «eee 4.2 й 3 4 й со 
Ро 6.6 5:2 615 8.6 о 6.5 
Кота А. ПЕ 12.9 10.8 9.6 
Eastern: Вагоре 1: ее We 9.3 7.4 
С и о AG Gg 5 ов 8.3 10.3 8.5 7 we 
Byelorussian SSR. .... 10.7 10 8.7 8 9 
Ukrainian оо об с 8.4 8.7 9 6 8 
‘Lotalgated acu te ae 8.0 10.1 8.3 
Light industries 
Bulsariat ео. 10.1 4.4 6.5 5.4 Ae 
Czechoslovakia"... chen. ane 5.0 WS 5.8 6.0 4.2 
German Democratic Republic 4.7 8.5 4.0 6.02 
Hungary Sie о oe Е 3.0 10 4 5 5 ее 
Ро. 2 Е te? 7.8 6.1 9.7 6.5 10.4 
Вора eau ee et ame eee 11.4 11.6 af 13.5 ee? 
Eastern Europe? ........ 6.3 8.4 6.4 7.6 ; = 
Soviet тю сне... 8.4 7.9 6.7 3 ра 4 
ByelorussianSSR..... 11.9 10 8.1 7 ae 3 
Wkrainianiso kos. peste = 12.5 10.4 й 3 в 4 
ЕЕ о оо бо вх то т 8.1 6.6 4.5 
Food processing 
Bulgarian eee meen fc А. 5.9 4.1 6.4 5 ke 5.9 
Czechoslovakia. 22 «9 « 3.9 6.2 5.3 5.1 2.9 
German Democratic Republic . . 4.0 4.5 7.9 6.15 oe 
Нора | Sho de о 4.4 il 6 6 6 ite 
Poland@.a В Е 2.9 2.9 5.6 ИТ 4.9 8.3 
Romania) ее 6.3 4.5 8.4 7.9 11.3 я 
ИЕ tO pe Gemma arr 4.1 4.5 6.5 в Bt 
ПИ ШИ о юры р бо 5.8 Tes She. 3 ed 2 
Byelorussian SSR... . 8.7 10 ew 6 one 3 
Ukrainian SSR. д... 5.6 4.8 3 4 : 
ЕЕ ото БВ бо в 5.4 6.5 5.6 


Е Ех 


Sources: National statistics, CMEA Yearbook 1972, plans and plan-fulfilment reports. 

Note. Coverage same as in table 2.8. Bulgarian figures pertain to 9 months. Polish plan figures pertain to sales. 

а For methods of weighting output and weights used, see Economic Survey of Europe in 1971, Part II, chapter 2, 
page 73, footnote “. 

> Data received after the text was completed. 

© Including oil refining, excluding rubber and plastic materials. 
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TABLE 2.12 
Ratio of growth rates of some major industrial branches to over-all industrial growth rate 


eS 
Construc- 


Energy Fuel Hoes и. НХ ы. р Light Food 
Bulgaria 
OH slay, а ].22 1.40 0.90 1.40 1.96 0.93 0.93 0.54 
197 rhe 0.70 2.64 1.06 1.79 0.83 0.93 0.68 0.67 
IS PP Aer re ara © 0.70 35 1.30 75 221 1.08 0.65 0.60 
Plane ПОЯС а оаво F site iW hs: ee о eR ni 
Czechoslovakia 
MOKENA 5 5 9 bon © 1.07 0.74 0.75 137 1.42 1.02 0.72 0.57 
Я ЕС 0.80 0.86 0.78 1.19 1.59 1.12 0.84 0.77 
И ее ЕЕ 1.34 ar 0.84 1.16 59 1.00 0.94 0.80 
hin ПО, со об 1.20 0.41 0.80 1.25 1.50 1.30 0.88 0.49 
German Democratic Republic 
1966-197 0l5 ee eee 0.88 0.77 0.86 1.28 1.06 0.89 0.72 0.62 
и о рю 0.11 1.29 1.36 1.14 0.79 1.25 0.71 1.41 
Же ор oN ое As a 0.98 1.16 1.24 0.67 0.95 0.97 
Вай ТО, а “ms 0.92 1.45 1533 1.00 0.93 Ae 
Hungary 
IQGGNDIO 5 oe 6 oo 728} 0.53 0.86 27 1.95 0.68 0.48 0.71 
ео eee 1.29 a 1.00 1.14 1.86 0.43 0.57 0.86 
19/2 ars oe 3. aes 1.43 a 0.36 1.07 2.14 0.71 0.89 1.07 
ТЕ 1197775195) бо об 1:32 № 0.75 1.00 5a 1.56 1.03 0.69 
Poland 
ICSD 6 6 bp oc 1.01 0.77 0.75 1.45 1.54 0.78 0.85 0.34 
а eer oes 1.05 0.61 1.07 1.49 1.07 0.78 0.74 0.68 
VOID Saas ae on eee 1.01 0.60 0.89 1.26 1.00 0.80 0.91 1.04 
Р1ап 1971-1975. cn see 0.99 м 0.92 1.40 1:22 0.87 0.89 0.65 
Romania 
LOGG=19 70S es с eet 1.42 0.50 1.04 ito 1.76 1 0.96 0.53 
ПО и о а 1.05 0.32 0.62 1.35 1.30 0.92 1617 0.72 
ВО С о О Peo es р 0.91 0.30 0.82 1.38 1.03 0.82 iets 0.68 
Вани 11975: Во 1.00 0.63 0.86 1,32 52 1.07 0.88 0.79 
Soviet Union 
1966-1(97/ ЮО бобов 1.06 0.62 0.80 1.38 1.38 0.96 1.01 0.67 
ПО а he ae) rare 1.10 0.75 0.78 1.44 1,35 1.10 0.87 0.69 
Е tn аа 1.23 0.77 0.92 1.69 1.39 1.08 0.46 0.46 
Plan 1971-1975... 1.06 0.76 fe 1.36 1.44 0.88 0.85 0.78 


Sources: Table 2.11 and Five-year Plan documentation. 
а Branch output declined. 


Production trends in agriculture and industry 81 


target of 7 per cent.41 Net output rose at about the same 
rate as gross output in line with the already favourable 
relationship attained in the preceding year.42 The growth 
of output per man accelerated from 5.0 to 5.9 per cent 


and for the first time in a number of years was higher 
_ than planned. 


Good economic results were attributable to the inter- 
action of the high level of domestic and foreign demand, 
an accelerated growth in employment and of raw materials 
supply, as well as the availability in certain branches of 
under-utilized plant capacity. An additional factor, often 
stressed in press reports, was the general change in “socio- 
economic climate” created by the “New Economic 
Policy”, which showed itself in the greater initiative and 
ae of management and workers in meeting planned 
goals, 


Faster growth of output and of productivity were 
accompanied by faster growth of employment. A factor 
which added impetus to the expansion of the labour force 
was the elimination of employment limits for industrial 
enterprises.43 A better utilization of plant capacity (in 
some cases in the form of additional work shifts) was 
also said to have been obtained through greater labour 
mobility resulting from other liberalizing measures. 44 


Although both investment and consumer demand 
pressure reached an unprecedented level, the consumer- 
goods sector showed the greater response. For the first 
time in many years, output of consumer goods expanded 
faster than output of producer 2004$,45 the growth of 
the former accelerating from 8.0 to 11 per cent and that 
of the latter from 8.4 to 10 per cent. With the good harvest 
and the significant increase in livestock production, the 
food industry was able to expand production by as much 
as 11.1 per cent against a plan target of only 4.9 per cent. 
Faster and above-planned growth was also obtained by 
the light industry and by some sections of consumer du- 
rables, although in the latter group performance was 
more mixed. 

While a certain under-utilization of capacities in the 
consumer-goods sector (in some areas due to a planned 
restriction of output and in others to market saturation 
at prevailing levels and distribution of money incomes) 
was taken into consideration in the elaboration of the 
annual plan, its extent turned out to be larger than 
estimated by the planning authorities. A favourable 
factor in the growth of this sector was the high level of 
growth of money incomes of peasants, resulting in a shift 
in the structure of demand in favour of some previously 
unsaleable products. Also of importance was the aban- 
donment of excessive restrictions on the import of some 


41 This target was modified, however, in the early part of the 
year with the drive to obtain over-plan production to the value of 
20 billion zlotys. The actual over-plan production (sales) amounted 
to some 33 billion zlotys. 

42 Since 1965, the growth of net output has been matched by that 
of gross output only in 1968. 

43 Only the total wage-fund remained subject to planned control 

44 Such as the relaxation of regulations concerning the admission 
of inhabitants into large cities. 

45 During the whole of the post-war period a higher growth of 
consumer-goods output was registered only in the years 1949, 1955, 
1957 and 1958. 


raw materials and the timely bringing into operation of 
new capacities made possible by the large increase in 
investment in 1971. In the producer-goods sector most 
branches had slightly higher rates of growth of output 
than in 1971, that of the engineering industry accelerating 
from 12.4 to 13.5 per cent and of the chemicals industry 
from 8.9 to 10.7 per cent. As investment outlays on machi- 
nery and equipment have risen by as much as 31 per cent, 
a 37 per cent increase in imports was necessary to close 
the gap between requirements and the supply from 
domestic production. Deliveries of the engineering and 
metal-working industry to the consumer market rose by 
some 9 per cent, bringing the total increase in the last two 
years to 30 per cent. Output of electricity rose by 9.4 
per cent but a tightening of supply during peak hours was 
registered. Hard coal output rose by 3.6 per cent, exports 
rising by 9.3 per cent to a volume of 33.1 million tons. 
Output of electrolytic copper rose by 41.7 per cent te a 
volume of 131,400 tons. 

Apart from the elimination of employment quotas, a 
number of other plan indicators were relaxed in the 
course of the year. Further steps in this direction are 
envisaged for 1973. Among other things the number of 
“piloting” associations and enterprises, i.e. economic 
organizations, serving as testing ground for more complex 
changes in the planning and management system, 46 is to 
be increased and will account for some 20 per cent of 
industrial production. 


The good production results in 1972 led to the adoption 
of a Plan for 1973 which is considerably more ambitious 
than the original Five-year Plan target for that year. The 
continued stress on consumer-goods output is notable 
in the Plan. Output (sales) of the light industry is to rise 
by 10.4 per cent and that of the food industry by 8.3 per 
cent. The rates of expansion of most of the predominantly 
producer-goods branches are ex:pected to slow down, an 
important exception being the chemicals industry. 


Romanian industry maintained the fastest pace of 
expansion in the area, gross industrial output rising at 
a rate of almost 12 per cent. The growth of labour produc- 
tivity improved with a rise of 7.1 per cent, reflecting a 
slow-down in the growth of employment. Output of 
producer goods rose somewhat faster and that of con- 
sumer goods rather slower than in the preceding year, but 
it appears that their relative rates of growth remained 
close to that stipulated in the Five-year Plan. 


Branch-wise, the pattern of growth remained rather 
similar to that in 1971. Exceptions were a much faster 
growth of ferrous metallurgy and a slower growth of 
the chemical industry. While in general the growth 
profile corresponded to that which was envisaged in the 
Plan, the growth of the light industry was substantially 
higher (13.5 per cent as compared with 7.2 per cent), 
whereas that of the food industry fell short of the planned 
rate (7.9 per cent against 11.3 per cent). 

Fast growth was accompanied by quality improvements. 
The share of new or modernized products was reported 
to have increased from 13 per cent to 22.1 per cent for 

46 The system of regulation of the activities of these enterprises 
differs in individual cases, although зоте common features can be 
identified. 
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TABLE 2.13 
Output of some major products 
See a a FO) Se eee ee eee ee 


Percentage change from 


y pet preceding year Р Г. ape 
1966-1970 1970 1971 1972 in 1970 
Electricit. 
ee vio mel oe eee wet es 13.7 13,2 7.7 6.0 2.0 
Czechoslovakia, %! coc. 3.02 = 57 4.7 4.6 8.8 4.6 
German Democratic Republic . . 4.8 3.3 2.6 4.9 6.9 
Hungary Mes. а 5.4 3.4 gall 8.9 15 
Poland ел 8.0 7.5 8.3 9.4 6.5 
Romania 5.5% Joy) eas oe 3 15.3 11.4 12.4 10.0 3.6 
Eastern Europe aa eee ИТ 6.5 6.3 7.9 25.0 
Soviet Union... «. .). о 7.9 7.5 8.0 UL 75.0 
Total агеа о: os ee: 7.8 7.3 7.6 7.4 100.0 
Total coal ‘ 
Ва ee eens 3.2 0.9 A | 0.97 Я 
@zechoslovakiayen +e 1.8 3.4 3.2 —0.2 6.7 
German Democratic Republic . . 0.7 2.2 0.8 —5.6 10.9 
Нора is @ cee © 0.2 5.0 —1.5 —5.8 СТ 
Poland в ен се. 4.1 4.2 4.1 5.4 19.9 
Romania’. ее 14.8 20.9 0.3 10.1 1.3 
EeasternsEuro pe meme ree ec 2 3.6 1.6 0.0 41.7 
Soviet Union; =... . =. 1.2 25 2.4 Dal 58.3 
Тор агеа tye cec, was) cents . 1.6 9:0 2.0 0.8 100.0 
Crude ой 
ВЫрана еее о 7.8 2.8 —8.7 = 17-6" 0.1 
Gzechoslovalc:iaueem amen roe пы —3.3 —4.4 Be 0.1 
German Democratic Republic . . — — - — — 
Hungary ое 1.4 10.4 0.9 Net 0.5 
Poland |) Wyte st os eee 4.5 —3.4 —6.8 —12.2 0.1 
Romaniah; ее: 1.3 1.0 Sia! 2.4 3.8 
Eastern Europe ........ 1.5 1.9 23 1.87 4.5 
Soviet Unione осовос 7.6 7.0 6.6 6.0 95.5 
Total.atea aie. d et. go 6e walle 7.3 6.8 6.4 5.84 100.0 
Gas 
Bulgaria aes ee eos, 45.2 —9.7 —31.0 —33.3 0.2 
Czechoslovakia ........ 4.5 1.6 1.5 7.2 0.5 
German Democratic Republic . . on № 100.0 78.6 0.6 
Hungaty оно 25.6 7.2 7.0 10.0 1.6 
Poland) ем Bea 30.6 35.5 3.8 8.2 28 
Romania’, еее 7.4 3.9 6.7 4.3 10.9 
BasternvEurope a в. св eS 12.0 OFS 10.7 16.1 
Soviet Union. ....... 9.2 9.3 7-3 4.0 83.9 
товар атеа ое 9.6 97 7.6 Bal! 100.0 
Steel 
Ва. Doel 18.8 8.2 8.7 lige 
Czechoslovakia ........ 5.9 6.3 Sel 55 7.4 
German Democratic Republic . . 3.2 4.7 5.9 Syl 3-2 
Hungary. (os a. eee 4.3 25 0.1 5,2. 2.0 
Poland © 27.295. и 5.3 4.5 8.0 5.8 7.6 
Копа 13.7 17.6 4.4 8.8 4.2 
Eastern Europes sn.) een eee 6.9 7.4 Soli 6.2 25.5 
И И боб ооо 5.0 5.0 4.1 4.0 74.5 


о ата о 5.4 5.6 4.5 4.6 100.0 
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TABLE 2.13 (continued) 
Output of some major products 


ee 
Percentage change from 


Uverare preceding year ВЫ 
1966-1970 in 1970 
1970 1971 1972 


0 О т 
Rolled products 


Bulgaria . Meir ... 26.9 17.5 23.4 15.4 1.3 
Czechoslovakiamem mene 5.4 6.2 4.8 4.7 ed 
German Democratic Republic . . 5.8 10.8 6.4 10.2 3.6 
Hungaryag те ЭТ 1.3 1.3 7.6 1.9 
Poland be ier Sc ee 5.8 6.2 WP 57 eS) 
Вотан аа. 13.9 18.0 5.8 ый 4.1 
Eastern О со оо om ae Nes 8.7 6.5 ne 25.8 
Soviet Unions ...... Е 55 5 4.3 3.9 VE) 
а. 6.0 6.5 4.9 4.64 100.0 
Sulphuric acid 
BU parla wate см 9.6 1.0 22 0.0 2.8 
Czechoslovakia sy. Gee 8.5 7.3 4.8 919) 6.1 
German Democratic Republic . . 22 —0.5 —2.1 = 6.1 
Нора oes ne ee 3:6 0.9 thea 25 2.6 
Poland ран ee aes 12.4 25.4 18.6 13.9 10.5 
Romania зб. 12.9 18.6 53 8.2 5.5 
О И 6 ав ао 5 а 4S TS 33.5 
В зав ас ee ПЕ 5.9 7.0 66.5 
ааа i eae 7.3 12.5 6.5 UP 100.0 
Caustic soda 
ВЕРА et ucts hive 7c. 0h cee 7.3 —5.9 4.3 40.4 5 
Czechoslovakia ea = 6). 3.6 5.6 6.9 ee 6.0 
German Democratic Republic . . 25 4.8 0.2 1.4 13.2 
Направ: 7.9 27.0 5.0 10.7 2.0 
Ро р с 7.8 0.3 1.9 5.1 10.0 
ROMAN аи een were Case 7:2 5.8 4.2 Уз 10.5 
И 5 о оо боле 6.7 4.5 2.9 50 43.2 
SovietwUnion pa ur-ccuy cms | cus 8.2 6.9 4.7 1.8 56.8 
О аа ее п 6.9 5.9 3.9 My 100.0 
Mineral fertilizers 
Bulgarian ee ne ee 5.0 7.4 4.1 —2.2 Dall 
Czechoslovakia ББ eo Gs ве 7.9 13.1 4.8 4.6 2) 
German Democratic Republic . . 5S) 2.0 —0.5 1.2 15.8 
HUNGALVS оне 14.3 10.2 6.6 0.5 Des) 
Poland: ока на ee 6 ee 17.2 10.9 9.6 6.9 7.9 
Во gf cues, он ae 25.0 24.3 20.9 10.9 4.4 
Paster PUrope + о ее > 10.0 8.2 5.6 3.4 36.2 
Soviet Unions 2a ю ао 2 2 22.1 12.0 8.4 63.8 
Gotaliarcas sn sess ons Зы 11.3 16.6 9.8 6.8 100.0 
Plastic resins 
Во рама ae eee ees xe 21.8 99 18.8 16.0 3.0 
@zechoslovakiaus ее, 14.2 15.0 8.2 21 9.2. 
German Democratic Вер:.21с . . lel 12.9 13.5 8.3 13.9 
И ee, Be BS taba 155 41.5 47.2 21.8 2.1 
РО с и. 14.7 —3.9 14.4 16.3 8.3 
yee оо B cle бо de tbo me WD) 50.4 21.8 9.3 en 
Easter BULOpe neem tte = 14.9 16.2 16.0 12.1 44.5 
Soviet Union. 2. =. 5 9 = 15.3 13.0 9.6 9.2 555 


TU Га [аа 6.6.0 5 0 6 6 o£ 15.1 14.4 12.4 10.5 100.0 
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TABLE 2.13 (concluded) 
Output of some major products 
ee a р 


Average 
1966-1970 
Synthetic and artificial fibres 

Bulgaria. cs sours еее Be 
Czechoslovakian: een nee 4.9 
German Democratic Republic . . 4.4 
Но рату My Eh ee eon oe dc 8.8 
ОЕ о о ae oer 5.8 
OEE) 2 om ok oh oe a oS 295 
BERR 180600 2 осо 4 4 об 10.1 

SOMO: Wien. o 6 4 6 6 o « 8.9 
оао ее 8.5 

Cement 

ИЕ ао нео ва 6.4 
(СЗУ Е бо co ap 5 a 5.3 
German Democratic Republic . . 5.6 
Нара cmc fers eae 3.0 
Ро 4.9 
ПЕ 6 ¢ o 8 6 mo Ame в 8.5 
EROIGON ISG. 5 a 5 6 6 5 4 © 5.8 

СЫ ВУИ, о по с ов о © 5.6 
ОЕ о ааа Soll 


Percentage change from 


preceding year и: 
1970 1971 1972 т 1970 
20.0 22 22.6 1.9 
07 8.2 tes 8.5 
5.4 —1.9 eS 18.1 
0.0 Sill 17.2 0.8 
5.3 9.4 7.8 11.6 
35.8 24.6 4.5 6.5 
eles 7.4 es) 47.5 
6.7 8.5 10.3 525 
8.8 8.0 9.2 100.0 
3:3 5.8 0.0 DT 
9.9 7.5 0.0 5.4 
ве 6.1 4.5 5.8 
8.0 —2.1 ИИ 2.0 
3.0 7.4 6.9 8.9 
8.1 4.9 8.1 5.9 
6.4 5.9 ЭР 30.7 
6.1 5.3 3.9 69.3 
6.2 55 4.2 100.0 


Source: Appendix table. 
а Partly estimated. 
> Estimated fuel equivalent. 


industry as a whole,*” whereas in the engineering and 
metal-working industry it amounted to 32.7 per cent. 
Progress was also reported in the drive for a more econo- 
mical utilization of raw materials.48 


The 1973 Plan targets incorporate upward revisions 
of the initial provisions of the Law on the 1971-1975 Plan. 
The Plan provides for a 14.7 per cent increase in gross 
industrial production, as against an average of 11.5 per 
cent envisaged in the medium-term programme.*? One 
reason for the revision of the target was, apparently, the 


47 The share is to increase to 46 per cent by 1975. 
48 This problem has received considerable attention in Romania 
in recent years. According to various statements, possible saving 
(by reducing waste and excessive input) may run as high as 30 to 40 
per cent for steel, 20 to 30 per cent for wood, etc. 


49 The intention is to meet the 1975 target earlier. 


good performance of agriculture in the last two years, 
which may have prompted a reappraisal of employment 
and import possibilities. The availability of plant capacity 
has not apparently been considered as a restraining factor. 
The low degree of utilization of productive capacities has 
recently come under severe criticism in the press, it being 
pointed out that improvements in this area alone may 
contribute to a 5 to 7 per cent annual rise in production 
over the next уеагз.50 


50 The degree of capacity utilization in the various branches was 
reported as follows: engineering and metal-working—73.6 per cent, 
chemicals-—59.3 per cent, wood—79.4 per cent, light—69.5 per cent, 
and food—69.0 per cent. The “workshift coefficient”, i.e. the ratio 
of the total number of workers to the number working base shifts 
is relatively high in Romania. In 1972 it stood at 1.75, compared 
with a coefficient of around 1.40 in Bulgaria. 


3. INVESTMENT 


Plans and plan fulfilment 


The annual global investment plans for 1971 and 1972 
were fulfilled in most countries, in some cases by very 
substantial margins (see table 3.1).51 Czechoslovakia, the 
German Democratic Republic, Poland and the Soviet 
Union exceeded their investment plans in both years, as 
did Hungary and Bulgaria in 1971 but not in 1972. Only 
Romania, which had the highest planned rates of invest- 
ment expansion in both years, failed to meet the plan 
targets. However, differences between countries in the 
rates of investment expansion were exceptionally large, 
ranging in 1971 from an increase of less than one per cent 
in the German Democratic Republic to an increase of 
11.6 per cent in Hungary, and in 1972 from a decline of 
2 per cent in Hungary to an increase of 22.6 per cent in 
Poland. 


Average annual targets for investment growth in the 
1971-1975 Plans are between 2 and 10 per cent (compared 
with a range of 8 to 12 per cent in 1966-1970). Only 
Poland envisages an unchanged rate of growth of invest- 
ment during the present medium-term plan in comparison 
with the previous five-year period. 


The slow-down in investment between the two periods 
is expected to be slight for Czechoslovakia, Romania and 
the Soviet Union, but Bulgaria, Hungary, and especially 
the German Democratic Republic, foresee significant 
reductions. The rates of investment expansion in 1971 
and 1972 were close to the five-year plan targets in Romania 
and the Soviet Union, but above the target figures in 
Czechoslovakia and, in particular, in Poland. Investment 
growth in the other three countries was less than foreseen 
in the five-year plans. 


The 1971-1975 Plans are clearly intended to avoid 
excessive strains on the investment sector. Most plans 
provide for increases in fixed investment approximately 
in line with the growth of national income—slightly 
faster in Czechoslovakia and Poland but rather slower 
in the other countries. However, the rates differ signifi- 
cantly only for the German Democratic Republic, where 
the planned rate of expansion of fixed investment is less 
than half the corresponding rate for national income. 


In most countries, investment ratios set by the present 
five-year plans are foreseen to be fairly close to the actual 
ratios obtained in the 1966-1970 period. Only in Hungary 
and Poland are they expected to be significantly higher, 
due mainly to sharp increases in the last years of the 
1966-1970 period (see table 3.2.). 


51 This review covers 1971 and 1972. The Survey for 1971, part II, 
included a first analysis of the investment plans for 1971-1975 (chapter 
3, pp. 112-114). For the previous current and medium-term review see 
the Survey for 1970, part II, pp. 109-123. 
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According to available information, the sectoral 
distribution of investment shows clear signs of transition 
between the two five-year plans. The pattern of change 
between these plans is towards a further rise in the share 
of industrial investment in total fixed investment in Poland 
and the Soviet Union, and in centralized State investment 
in Romania. The share of housing and of other non- 
productive sectors is expected to decline in the Soviet 
Union and Romania, while the share of agriculture 
should increase in both countries, as should the share of 
transport in the Soviet Union. Progress has been made 
in implementing these new priorities during the first two 
years of the current Five-year Plan, industrial investment 
increasing at a faster rate than total investment in all 
three countries. 


The five-year investment plans of Bulgaria, the German 
Democratic Republic and Hungary reflect a different set 
of priorities. The planned shifts in the distribution of 
investment are in favour of housing and other non- 
productive sectors, with significant reductions in the share 
allocated to industry and agriculture and, in some cases, 
also to construction, transport or trade. Data for 1971 
and the few indications available for 1972, however, show 
an increase in the share of industrial investment in the 
German Democratic Republic and Hungary, and of 
investment in construction in Bulgaria and Hungary. 


Czechoslovakia plans an unchanged share of industrial 
investment between the two five-year periods, with in- 
creased shares for transport and housing and reduced 
shares for agriculture and the non-productive sectors. The 
pattern of investment expansion in 1971 indicates the 
increased importance given to transport investment. 


Changes in the branch-wise composition of industrial 
investment, on which plans are released only intermittently, 
can be observed to some extent by comparing the pattern 
of investment expansion in 1966-1970 with the available 
information for 1971 and 1972 (see table 3.4). This 
comparison shows increased allocations to the fuel, 
energy and metallurgy branches in the Soviet Union and 
in some east European countries (e.g. investment in fuel 
and energy in the German Demccratic Republic increased 
by 17 per cent in 1971 and by 32 per cent in 1972). By 
contrast, the rates of investment in engineering, chemicals, 
building materials and in food and light industries, in 
relation to total industrial investment, tended to decline. 


The pattern in Hungary and Poland, especially in 1972, 
differs to some extent from the pattern in the other 
countries. Hungary, which has limited resources of fuel 
and metal ores, has in recent years reduced its rate of 
investment in these industries and concentrated invest- 
ment in chemicals, building materials and the light 
industries. Poland, which has greater resources of fuel 
and metal ores, has continued to invest heavily in these 
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TABLE 3.1 
Fixed investment and incremental capital-output ratios 


Annual cumula- 


Percentage change over previous year 


tive vate of Actual ee eee 
ee Ds ee ee 
1970 1975 108 1969 1970 ВИ в ви В 1973 
ee ee eld an et ee ee 
pee 5 0.7 6:4 са 3 
Fixed investment 12.5 6.44 9.0 1.0 10.6 п © =) : : : 
National income. ... . 87 — 7.1-8.5 6.4 10.0 7 й са. 7 са. 8 са. 8 са. 
Incremental capital-output 
ratiol a pee & 4.0 3.7 5.8 3.4 4.8 4.9 4.9 3.9 4.2 4.9 
Czechoslovakia 
Fixed investment ... . oP? 5.6 8.2 9.7 5.9 57 Fell 5.5 7.4 6.8 
National псоте..... 6.8 Sail UP Wes 5.5 ee 5.6 Kip) 5.0 эт 
Incremental capital-output 
ао ев и 4.6 6.3 4.3 4.3 5.7 6.1 5.8 6.1 6.5 6.4 
German Democratic Republic 
Fixed investment ... . 9.9 2.1 10.3 15.4 WS 0.6 2.9 —1.5 2.0 9.0 
National income. ... . Se) 4.9 Soll Bye? 5.6 4.5 5.8 4.9 4.6 5.7 
Incremental capital-output 
та tk ace ee es 5.3 Sci 5.3 Sal 5.4 6.4 4.9 5.8 6.1 В 
Hungary 
Fixed investment eS 51 AT, 8.2 16.9 11.6 —2° са. 8 - Cans 
National income. ... . 6.8 5.5-6.0 5.0 8.0 4.9 9) cao й 5-6 4-5 
Incremental capital-output 
а. 4.8 6.1 6.4 4.0 7.3 5.8 7.0 5:2 6.5 Я 
Poland 
Fixed investment .... 8.2 8.3 8.7 8.2 4.1 cdl 22.6 7.2 9.6 12.9 
МаНопа] 11псоте..... 6.0 7.0 9.0 2.9 5.2 8.2 9.5 5.8 6.1 7.9 
Incremental capital-output 
Тао we, tenes 3) ae 4.7 4.3 31 10.0 5.5 355 3:3 5.0 4.9 4.3 
Romania 
Fixed investment 112 1052" 117 66 116 105 105% 114 15¢ 124 
Nationalincome. .... Tell 11-12 6.8 19 6.6 12.8 10 13.0 11-12 9.8 
Incremental capital-output 
Tatio wes ac. ee ea 4.4 3.0 5:1 4.4 55 2.8 3.6 2.7 3.2 ВЯ 
Soviet Union 
Fixed investment ... . 7.6 6.8 7.9 3.4 11.4 И.Э 6.6 5:2 зи 3.5 
National income. ... . DG eth 8.3 4.8 9.0 ca.6 4* 6.1 6.2° 6.0° 
Incremental capital-output 
ratio. Asn ses Se 3%) 4.0 9.5 5.9 3.2 сакэ thes) 4.7 4.7 4.9 


Sources; Statistical yearbooks, plans and plan-fulfilment reports. 


Nore. Incremental capital-to-output ratios are calculated by dividing the invest- 
ment ratio (percentage share of fixed investment in national income) by the percentage 
increase of national income—without the usual one-year lag between fixed investment 
and the increase of national income. 


Percentage changes derived from series at constant prices of the following price 
base: Czechoslovakia—1 January 1967; German Democratic Republic—1967 reform; 
Hungary—1968; Poland—1971; Romania—1963; Soviet Union—1969. The price 
base of the Bulgarian series was not published. 

Annual cumulative rates of change of investment according to the 1971-1975 plans 


show the growth rates of investment over actual investment in 1970 which are implied 
by the five-year totals of investment included in the plans. For the comparison of 


five-year totals in 1966-1970 and in the plans for 1971-1975 in national currency 
units at constant prices see table 3.2. 


* Planned annual increase at constant prices. Fixed investment at current prices 
should, according to the plan, increase by an annual 4 per cent (which implies a 
reduction of investment costs on the five-year average by 2.3 per cent). 


> Investment ratio at current prices divided by increase in national income at con- 
stant prices. 


с Only State and co-operative sector. 
¢ Estimated. 
« Domestically distributed national income. 
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а TABLE 3.2 


Fixed investment and investment ratios 


4 


a ee 


1966- 1971- 
1970 1975 
Actual Plan 1968 

Bulgaria 

Fixed investment . ... . 15.3 ca. 20.0 3.19 

Investment ratios?. . . .. 33.6 30.0 37.2 
Czechoslovakia 

Fixed investment .... . 387.3 523 76.2 

Investment ratios . . .. . Sled 32.0 30.8 
German Democratic Republic 

Fixed investment ..... 135.8 173-176 26.5 

Investment ratios . . . . . Qed 28.0 2-1 
Hungary 

Fixed investment (billions) . 381.0 540-550* 73.9 

Investment ratios . . .. . 32.9 353 32.2 
Poland 

Fixed investment... . . 1002.0 1454.0 202.3 

имезттеннтано я <a 28.0 29.9 Died 
Romania 

Fixed investment . ... . 330.8 540-550* 67.3 

Investment ratios . . . . . 34.0 35 34.8 
Soviet Union 

Fixed investment ....- .- 353.8 501.0 Gio) 

Investment ratios . ... . 28.6 28.5 28.6 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. 
Notes. See table 3.1. 
* At current prices. 


industries but has also increased substantially investment 
in building materials, food processing and the light 
industries. 


Trends and variations 


Expectations concerning the additional output obtain- 
able from additional investment during the current five- 
year period are, on the whole, rather guarded. Incremental 
capital-output ratios have been planned for this period to 
remain at approximately tue same level as in the previous 
five-year period in the Soviet Union and Bulgaria. 
Poland’s plan implies a slight reduction in the incremental 
capital-output ratio and only Romania expects a signi- 
ficant improvement in the relationship between additional 
investment and incremental income. In Czechoslovakia, 
the German Democratic Republic and Hungary, incre- 
mental capital-output ratios are expected to increase. 


These developments indicate significant changes in 
comparison with the preceding five-year period. Incre- 


(Billions of national currency units and Percentage ratios) 


ee ee eee eee 


Actual Plan 
1969 1970 1971 1972 1971 1972 1973 
Bon 3.55 3.61 3.80 329 93.75% 39 
34.4 33.7 34.6 34.0 31.4 33.2 329 
83.6 88.5 95 01007 93.3 100.4 107.5 
31.5 31.6 ВЕТ 32.3 31.6 32.4 32.8 
30.6 32.8 33.0 33.9 32.3 33.5 37.0 
29.7 30.2 29.0 283 28.3 232 29.1 
80.0 93.5 104.3 102 101 104 105 
32.3 36.0 37.7 352 36.3 35.7 34.7 
218.8 2277 245.3 300.6 2441 268.8 339.4 
29.1 28.8 28.7 311 29.2 29.6 33.6 
ий 80.0 88.4 са. 98* ca. 896 1026 110° 
34.4 36.0 35.2 35.5 35.3 363 362 
73.6 82.0 88.0 93.8 86.3 92.5 97.1 
28.1 28.8 29.3 30.0 28.6 29.0 29.3 


ь At 1971 prices. 


¢ Estimated on the basis of information on centralized State investment for which 
plans (in brackets) and plan fulfilment were as follows: 1971-1975—(470); 1971—(76.2); 
75.7; 1972—87.2; (83.8); 1973—(93.8). 


mental capital-output ratios, which rose in all countries 
between 1951-1955 and 1961-1965, tended to fail in 1966- 
1970. The change in the latter period was towards lower 
ratios in the Soviet Union and even more so in the German 
Democratic Republic, Czechoslovakia and Hungary. 
The rise in the ratios was marginal in those years in 
Bulgaria and Romania but somewhat greater in Poland.®? 


Incremental capital-outpu: ratios in the first two years 
of the 1971-1975 Plans developed more or less in accord- 
ance with the expectations deriving from the five-year 
plans. Somewhat more favourable results than planned 
were obtained in Poland and Czechoslovakia, but sub- 
stantial increases in the ratios are observable in the Soviet 


52 On investment ratios, growth rates and incremental capital- 
output ratios in consecutive five-year periods from 1951 onwards, 
see the Survey for 1968, р. 152 and the Survey for 1969, part II, 
p. 37 (which includes these data for the 1960s on the basis of actual 
rates in 1966-1969 and the planned rates for 1970). 
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TABLE 3.3 
Fixed investment by sectors 
; Annual percentage rates 
eS ile Ble Gb pelea ce 
ть 1971- ‘ 
Were 1975 1971 1972 dite 1975 1971 1972 
Fe toy a Se Rl ES i Ss te er ek eee eee oe 
Bulgaria 
Total fixed investment 15.3 ca. 20 3.61 3.80 12.5 3.9 i} э 
of which: 

J PASTICULUUT Cartan armatures cir. 17.0 13.5 16.1 7 7.4 —1.1 3.8 16 
а а 45.8 40 43.9 42.1 12.6 — —1.5 - 
У «aoe @ Peo о Syl 2 3.4 2.6 13.8 —7.9 19.3 —18 
О meer sere mtn ren ts 8.3 9 8.4 10.0 17.8 8.9 10.0 24 
О ое es en Ges 3.1 1.5 2.9 3.4 15.3 —23.0 Е С 
О ана 14.7 \ 4 10.4 10.5 10.8 i Е 
Other ee SIO hee ie a 14.9 13.7 19.0 ce 0.2 —6 

Czechoslovakia 
Totalfixedinvestment....... . 387.3 523 93.5 100.78 UW 5.6 5.7 7:7 
of which: 
О вое в о utd 9 11.9 10.7 10.7 =e 1.6 ОЙ 2.9 
ОО ис 39.0 39.6 SHS. ae 4.6 Fal 4.6 
(Оо в оо се ke) we 3.5 Le 12.5 р 1.8 
оу о ео ее 13.9 15.4 13.8 ne 9.1 ИЕ! 18.0 
ор Pea ee ae Е 3.1 a 31 ae 18.1 és 6.0 
IOUS Zach ne в бб 14.6 17.6 17.8 De 11.4 5.1 4.6 
(ОВО а по оа Фа 14.0 Sie 13.6 ne 10.1 oo 2.8 
German Democratic Republic 
Total fixedinvestment ...... 135.8 173-176 33.0 33.9 9.9 Dal 0.6 2.9 
of which: 
Agriculture. .......% 14.1 ПЕР ЕЕ 12.9 9.4 6.7 0.9 = ed 
о лее И ВА 51.0 45.6 53.4 54.1 8.6 —2.2 Se, 4.1 
(COTO ооо ос ЭТ 4.7 2.6 2:5 ain't 15.0 —18.9 —1.4 
АО оон see 9.1 8.5 8.4 8.5 8.1 1.0 —3.1 ЗЕ 
о ао ors, ль eons 5 4.5 4.3 11.8 —5.5 —2.0 
И о ош a Gt doe { 26.0 9.6 10.5 | 6.8 Е), 12.8 
Other sectors ........ | 17.5 8.2 We { Зи —4.4 = 
Hungary 
Total fixedinvestment ....... 338* 480-500 91.9 о ИЛ 5.4 11 
of which: 
У. ла [ет о Sat, Sou 20.2 12.5 22.3 ae 19.2 —15 5 
А о пло в а о не 39.8 40.1 36.8 ase 8.7 9 12 
ОИ manent mean 25 Sal! 33 г 18.5 6 22 
оо об о в о i 13.4 18.4 ПН ae 9.3 18 — 
и as a Rie Reh 35 3.4 4.2 ore Е 5 34 
о о р о а. 
Poland 
Total fixedinvestment ....... 1002.0 1454.0 245.3 300.6 8.2 8.3 97 22.6 
of which: 
AGricul trey о а бло бы ов 16.4 14.4 16.1 15.0 8.1 4.0 6.1 14.7 
ИАА оне ооо а 39.4 43.4 40.0 43.8 7.8 12.0 10.4 34.2 
Construction ..... er 4.0 2.9 Зо 3.9 11.6 —1.5 —4.5 38.1 
Яо оо обо : 2 11.4 13.0 11.4 ila 6.3 16.0 ТА 
А vreneu rs eer: eter 359 22 ane aS 2.8 4.8 —1.2 ИЯ 
Ноев, со ве 15.5 14.4 15.4 13.6 7.6 5.0 5.4 8.4 


Othersectors о понос 10.3 01.3 sel 9.8 Ted 10.8 0.9 21.6 


Investment 


НЕЕ ee ae 
TABLE 3.3 (concluded) 
= Fixed investment by sectors 


Billions of national currency 
units and percentage distribution 
ee ee OL EN 


1971- 
ism 175 
Romania 
Total fixed investment ......., 286.5 471.4 
of which: 
ВЕСИТ рю г. 1255 14.5 
О о ee ee ee $6.3 59.7 
Gonstructions.. ва Gone. 4.3 3.9 
апр с Ae о ЛЬ, 11.4 
ее. 62а. 2.6 28 
се а ай 5.6 3.0 
Oihersectorss< во 7.0 4.7 
Soviet Union 
Total fixed investment ....... 353.8 501.0 
of which: 

Agricultures = eesn nh > 16.9 21.6 
о ее ese 35.7 41.6 

Construction se) ав ве Shs: Ae 
гар. 9.3 10.1 

ке ри о нЕ .‚ а ae 
HOUSINE sae ео 17.0 14.8 

OMEnseClOrs ee ee 17.8¢ 


Annual percentage rates 
of change 
ee ee ee 


1971- 
1971 1972 1966- 1975 1971 1972 


15.7 83.8 10.9 11.0 11.0 10.7 
14.2 12.9 12.4 13.8 17.7 0.9 
55.1 57.5 10.4 14.3 12.6 15.6 
5.5 4.9 14.6 2.0 19.9 ead 
11.6 11.1 13.9 8.5 4.9 6.9 
a5 4.2 19.1 3.6 18.4 25.0 
3.3 3.6 oS) -0.8 = 53 20.0 
6.6 5.8 13.0 39 a4 -2.0 
88.0 93.8 7.6 6.8 В 6.6 
18.4 18.7* 8.2 14.6 14.6 8* 
35.1 са. 38 7.0 117 4.4 16 
3.8 и 15.0 д 10.8 
9.7 : ee 8.7 9.1 
. d .. . d . +. . d 
16.0 и 6.9 3.0 4.9 
17.04 7.94 6.24 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. 


Notes. For the price base underlying this information see table 3.1. For Bulgaria 
—current prices. The data cover all sectors of ownership unless shown otherwise, 
except for Hungary where they refer to State and co-operative investment and 
Romania where they cover centrally planned State investment. 


Union and Hungary. Incremental capital-output ratios 
in 1971 and 1972 were also much higher than the average 
for 1966-1970 in Czechoslovakia and Bulgaria. 


Reviewing the process of investment expansion in the 
shorter run; fluctuations appear even for those countries 
which for long periods were able to develop regularly 
both national income and investment.®? In the Soviet 
Union, fluctuations in investment expansion, moreover, 
have remained greater than those of income expansion. 
After the peak reached in 1970 (which was the closing 
year of the 1966-1970 Plan), there was a slackening 
thereafter for two years in succession. In the other 
countries, expansion was most regular in Czechoslovakia, 
which had earlier experienced repeated fluctuations: 
deceleration after the peak rate of 1969 was moderate 
and gave way to recovery last year. Investment expansion 
in Romania, apart from its slackening in 1969, moved 
steadily upwards by about 10 per cent. 

Recent fluctuations in investment in Bulgaria have been 
pronounced. Investment expanded in 1968, 1970 and 
1972 but remained stagnant in the intervening years. In the 


53 On earlier developments see Economic Bulletin for Europe, vol. 
18, No. 1, pp. 31-64, “A fifteen-year review of investment and output 
in eastern Europe and the Soviet Union”, especially pp. 34-40; 
the Survey for 1969, part II, pp. 37-39; and the Survey for 1970, 


part II, pp. 111-113. 


@ Including communal (public supplies and works) investment. 
> At current prices: 110.5 billion. 

© Including food processing. 

@ Trade is included with other sectors. 


German Democratic Republic the rate of growth deceler- 
ated for two years after the 1969 peak and then recovered 
slightly last year. Fluctuations have so far been less 
marked in Poland, where the slowing down in 1968-1970 
was followed by a spectacular upswing in the first two 
years of the 1971-1975 Plan. The 1970 peak in Hungary 
was followed by a deceleration in 1971 and a decline last 
year. 

The first two years of the 1971-1975 Plans thus represent 
differing phases of the expansionary process in the various 
east European countries. 1969 was a peak year for 
investment growth in Czechoslovakia and the German 
Democratic Republic, with a subsequent trough in 1971 
followed by renewed expansion last year. For Hungary 
and the Soviet Union the peak occurred in 1970, while in 
Poland it is likely to have been in 1972. 


Investment supplies and completions 


The process of investment expansion, which under 
previous five-year plans depended primarily on the 
productive performance of the domestic construction 
and engineering sectors, has in recent years become 
increasingly oriented towards imported supplies of 
machinery and equipment, which also implied imports 
of foreign technology. Imports of machinery and equip- 
ment, and the supply balance in machinery trade, have 
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TABLE 3.4 
Fixed industrial investment by branches 
pee ec ane A CA IE ae Ea i отн Ме AC AE I a Ea IE AE A A Вы A 


Czechoslovakia 


Bulgaria "о Eo os ee 
Billions of national A 1 t Billions of Rela Annual percentage 

| rates of орет т" г 

1971- 1971- = 
1966- 1966- 1966- 1966. 1971 
1970 vie 1970 oes 1970 ace 1970 
en ee Е en ee ee ee ee ee 
Motalsindustiy meee ne 7.0 8.0 12.6 _ Ее 35,14 4.6 4.6 
of which: 
Fuel ee estes 9.5 25.0 3.5 } 22.3 9.9 8.8 _8.9 14.3 
Ее с 14.2 \ . 7.9 ; И 10.7 —2.7 14.4 
Metallurgy ..... 14.2 11.3 —4.2 - 10.7 9.4 —5.0 4.9 
Engineering .... 17.1 17.5 24.0 —4.4 ТУ. 17.8 7.9 5.5 
(ОВ аоооб 15.7 15.0 26.0 —2.6 12.4 11.9 7.1 2 
Building materials. . 5.0 8.8 13.1 29.7 6.0 6.6 19.2 8.0 
Wood and paper . . 4.2 3.8 18.2 —13.2 4.6 6.9 17.4 12.8 
Food processing .. 9.6 8.8 17.4 —4.4 7.0 6.6 10.3 —6.2 
Light industries . . 10.5 6.3 | 20.0 —20.5 9.1 9.0 14.8 —11.8 
Other industries } ; 3.5 ‘ 11.5 12.3 10.0 6.1 
German Democratic Republic 
Billions of national currency Annual percentage rates of change 
and percentage distribution 
on 1971 1972 100 1971 1972 
hotal industryssne ae 69.2 17.6 18.4 8.6 32 4.1 
of which : 
ны т: 22.2 28.1 -1.6 17.4 31.8 
Energy en 
МеаЦитру..... 5.9 5:2 4.7 —2.1 23.0 —4.4 
Engineering .... 24.9 26.6 21.2 у) 1.4 —17.0 
Chemicals ..... 20.8 21.8 22.1 7.8 6.2 53 
Building materials . . 4.5 4.9 3.9 21.3 —6.5 —17.0 
Food processing . . 6.5 6.1 5.8 17.4 3.5 —0.7 
Light industries. . . 10.0 8.7 9.5 19.4 —20.7 14.8 
Other industries. . . 5.6 4.6 4.7 4.2 —8.2 SES 
РЕ НЕ и 
Hungary 

а a ee en ee 

pei Rope prs Annual percentage rates of change 

1966- - 

1970 1971 fess 1971 
ee ee ee И 
оао ув er 130.2 37.3 As} 14 

of which: 
Ruch nat noe 15.8 14.2 7.9 3 
Energy?’ и 123 10.5 8.2 = 
Metallurgy.) о. ial 9.0 14.8 3 
Engineering .... 18.1 172 155 5 
Chemicals) 3 2 a. 16.0 15.0 8.1 ; 24 
Building materials . . 6.5 8.9 31.0 38 
Food processing . . 9.5 10.4 16.9 12 
Light industries. . . 9.8 13.4 10.8 43 
Other industries. . . 0.9 1.4 35.2 41 


Investment 


aa ee eee 


TABLE 3.4 


(concluded) 


Fixed industrial investment by branches 


etme erie os ape eos a a 


Poland 


Е ЕР 


Billions of national currency 
and percentage distribution 


Annual percentage rates of change 


1966- 
sorb 1971 1972 о 1971 1972 
Total В 394 98 132 ae 
НВ « 7.6 10.5 34:2 
Ра и 16.1 16.0 п 10.6 a 
TNFa? on se 4 Sw & 10.1 11.5 74 19.1 
Metallurgy Ae cen A 11.8 13.9 11.2 19.2 
Engineering 19.4 20.6 : 11.4 11.0 
Снеписав ..... 15.9 11.3 an 6.4 28 
Building materials. . 73 7.2 7.0 11.6 0.4 37 | 
Wood and paper Sat 35 3.6 5.2 6.2 29 
Food processing 8.4 7.9 10.5 5.3 8.7 68 
Light industries. . . 6.0 7.0 8.8 15.2 21.6 54 
Other industries. . . 1,3 НЫ ae —1.5 2.8 
Е ee eae ee 
Romania Soviet Union 


Billions of national 
currency and percent- 
age distribution 


Annual percentage 
rates of change 


Billions of national 
currency and percent- 
age distribution 


Annual percentage 
rates of change 


о. 
Wotal шазну...... 161.2 41.7 10.4 12.6 123.2 30.2 6.8 4.7 
of which: 

Е ое Яо 16.6 13.5 au 7.8 18.8 18.1 4.4 6.7 
Energy не 15.1 15.1 8.2 9.5 11.5 11.9 5.6 8.0 
МЕН 14.0 11.1 1.3 2.9 8.4 7.3 2.6 5:7 
Engineering 14.5 19.3 38.0 10.1 18.7 21.0 13.9 30 
Бепиеав ее. 14.8 14.4 10.5 28.5 9.0 8.2 AN 1.9 
Building materials . . 4.5 6.2 18.5 25.9 5 6.0 10.6 5-1 
Wood and paper 5.9 5.4 —3.5 6.1 5.0 4.8 2.9 5.6 
Food processing 5.8 6.4 ет 16.5 8.4 7.8 6.4 0.5 
Light industries. . . 6.7 5.9 26.0 5:7 4.5 4.5 10.1 7.9 
Other industries. . . 2.1 7 28.3 45.4 10.0 10.4 ИЗ 2.9 


Sources; Statistical yearbooks, plans and plan-fulfilment reports. 


Note. — For the price base underlying this information see table 3.1 — except 
for Bulgaria and Hungary for which information in this table is based on current 
prices. The information relates to all sectors of ownership in Bulgaria, Czechoslovakia, 
the German Democratic Republic; to the centrally planned State sector in Romania 
and to the State and co-operative sector in the other countries. 


thus become decisive factors in determining the progress 
and phasing of the investment process. In contrast to 
preceding phases, when continuity of investment expan- 
sion depended primarily on adequate planning and plan 
implementation in domestic construction and engineering, 
the present phase calls for close co-ordination of national 
investment policies with international economic policies. 


Construction output in 1971 increased at rates ofaround 
8-10 per cent in the Soviet Union, Czechoslovakia, Poland 
and Romania, and at rates between of 5-7 per cent in the 
German Democratic Republic, Hungary and Bulgaria. 
Output growth continued to increase at the same rates 


в Of which: co-operative and private (shown with other industries); 2.4 billion in 
1966-1970, 0.6 billion in 1971. 


> Mining and electric power, respectively. 


¢ All sectors of ownership. 


in 1972 in the Soviet Union and in Czechoslovakia, and 
accelerated sharply in Poland. In the German Democratic 
Republic and Romania, output growth slackened some- 
what in 1972, while there was little increase in the level 
of output in Hungary (see table 3.5). 

In Poland, investment expansion in the past two years 
received added impetus from output expansion in the 
construction sector. Expansion in the sector was, further- 
more, a factor in slowing down the slackening of invest- 
ment growth in the Soviet Union, the German Democratic 
Republic and Czechoslovakia. Construction output was 
less firmly sustained than investment in Hungary in 1971 
and in Romania in both years. 


92 Eastern Europe : 
a re 
Imported supplies of machinery and equipment 
(Millions of US dollars) 
ee ee ee 


Total of imported supplies 


Country 

1968 1969 1970 

Bulgariawerma ет 800 92 741 
(ОЕ Е оба аа са в 964 1050 1232 
Нора но. 358 387 542 
Poland eae ee eee ar 1024 1183 1313 
Вот eee ce re, es 752 ПИ! 776 
Total of five countries . . 3898 4103 4604 
SovietUnionene ор в о ба 3472 3873 4165 
Total of six countries . 7370 7976 8769 


Imports net of exports 


1971 1972 1968 1969 1970 1971 1972 . 
907 — -1079* 373 220 159 233 2302 
1327 1460* -518 —639 —675 —734 —910* 
762 693 —131 —136 —53 122 —126 
1438 1826 —33 —47 —54 —79 60 
886 1010 439 417 358 401 428 
5320 6068 130 —185 —265 —57 —318 
4243 5130 7S 1251 1413 1233 1790 
9563 11198 1305 1066 1148 1176 1472 


ие 


Sources: National foreign trade statistics. 


This performance in the construction sector was sup- 
ported primarily by rapidly rising inputs of capital in the 
Soviet Union and in Czechoslovakia and by a rapid 
growth in employment in Poland. The deceleration of 
output expansion in the German Democratic Republic, 
and possibly in Romania, seem to be related primarily 
to comparatively slow growth of employment (see table 
3.6). 


Engineering output also expanded more evenly than 
investment activity. It supported the expansionary 
momentum of investment in Poland and Romania and 
reduced the deceleration of investment in the Soviet 
Union, the German Democratic Republic and Czecho- 
slovakia. In Hungary, engineering output slowed down 
in 1971 and 1972, while in Bulgaria, in spite of fluctuations 
in the levels of investment activity, output of the 
engineering industry has remained relatively stable. 


Machinery imports and the balance of machinery trade 
have had a dominant role in shaping the investment 
process in the past few years. The slow-down of machinery 
imports in 1970 and 1971 appears to have been a factor 
in the reduction of investment expansion in the Soviet 
Union. In Hungary the large rise in machinery imports 
in 1970 and 1971 permitted the substantial investment 
expansion in those two years. The increase in engineering 
imports in Poland was also a major factor in the fast rise in 
investment in 1972. On the other hand, a switch towards 
increased engineering exports in Czechoslovakia, and 
last year in Hungary, resulted in significant reductions in 
investment supplies available to the domestic market. 


The rate of increase in completed investments (fixed 
assets brought into operation) in 1971 and 1972 either 
declined in comparison with 1970 or remained stable at 
a lower level. The rate of completions was comparatively 
high in 1970, completions usually being speeded up in the 
last year of the five-year plan in order to obtain the 
planned capacity additions for the full plan period. 
In most countries the level of investment completions 
in 1971 and 1972 was therefore considerably lower than 
in the two preceding years and also lower than the rate 


of investment expansion. Only Bulgaria was an exception 
in 1972 when, at the price of keeping investment at low 
levels for two years, it has obtained substantial additions 
to investment completions (see table 3.7). 


&. The stock of uncompleted investments continues to 
rise in all countries. The increases in relation to fixed 
capital investment were higher in 1971 and 1972 than 
in 1969-1970 in the Soviet Union and Bulgaria. However, 
there are some signs of a lessening gap in Czechoslovakia 
where additions to the stock of uncompleted investments 
decreased significantly in comparison with the total 
volume of investments (see table 3.8). 


A speeding up of investment completions and a reduc- 
tion in the stock of uncompleted investments remains a 
high priority policy objective in the Soviet Union. 
Priority in investments has been given in this year’s plans 
to the projects which are to be completed in 1973-1974. 
Aiming at a concentration of investments and material 
and labour resources, the number of new projects is 
being substantially cut. Moreover, limitations have 
been put on decentralized State investments (which have 
reached almost 20 percent of total State investments). The 
German Democratic Republic and Poland have also 
made great efforts to reduce the volume of uncompleted 
investments, efforts which appear to have produced 
some results in both countries.°4 


Prospects 


In the investment plans for 1973, three countries see 
the necessity of adjusting investment plans to available 
investment resources and the possibilities of completing 
investments. The annual plan of 3.5 per cent for the 
Soviet Union is below the average expansion foreseen 


54 See Polityka, 11 March 1973 and Zycie Gospodarcze, 4 March 
1973. The plan for completion of highest priority objectives was 
exceeded in 1972. The over-all plan for putting investment into 
operation was fulfilled to 96.6 per cent (as compared with about 80 
per cent in earlier years). 


TABLE 3.5 


Output and foreign trade of investment goods industries 
(Annual percentage rates of change) 


a mt et ri inp 


Cumulative 
1966- 1971- 
1971 1972 1973 

prone Hae 1970 1971 1972 Plan Plan Plan 
pee es tee | Ee, | 
Bulgaria 
Output of construction industry. ......... Пт ло 12.8 5.9 me 
Output of construction materials industry. . . . . : 10.1 ve 8.6 8.8 9 Е & ee 
Output of engineering industry Ree sae ees И | 15.6 о 12.4 17.0 14.5 17.0 2 19,2 
Exports of machinery and equipment. ....... 14.8 Soe 18.4 14.6 264 
Imports of machinery and equipment. ....... 7.6 ats 4.6 22.4 194 
Czechoslovakia 
Output of construction АИ 9 п ба Ао 7.9 6.7 7.9 9.7 9.6 8.5 7.4 4.7 
Output of construction materials industry. ..... 6.9 8.0 9.6 dell 6.4 9.0 6.8 8.0 
Output of engineering ANGUSULY о Вю er ae ee 9.3 Teil 10.1 8.2 7.4 7.0 723 7.6 
Exports of machinery and equipment. ....... 7.9 a 12.9 8.7 Se 
Imports of machinery and equipment. ....... 9.0 ie IES Wel 102 
German Democratic Republic 
Outputrer constructionindustty.. 2... . .. . . 8.3 5.0 5.6 5.3 4.3 53 3.5 7.6 
Output of construction materials industry. . ... . 5.8 ae 14.1 7.0 4.2 
Output of engineering industry ......... : 8.2 ae 7.9 6.4 Hos! 
Exports of machinery and equipment? ee oe oe ee 8.9 11.4 15.2 
Imports of machinery and equipment” ....... ae я 22.6 3.3 7.4 
Hungary 
Output of construction industry ...... oo oe 10.7 7-8 12 7 1 3-4 - 
Output of construction materials industry. ..... 4.2 ys 7 3 4 a 7 ие 
Output of engineering industry ..... a Be as a 10 8 6 as 5) 8-9 
Exports of machinery and equipment. ....... 7.6 oe 5) 7.6 28 
Imports of machinery and equipment. ...... . 11.6 aa 40.0 40.5 —9 
Poland 
Outputof construction industry... . 5... 5. 8.6 one 5.8) 8.0 15.3 5.8 7.3 ley 
Output of construction materials industry. .... . 6.6 7.4 Ss 6.5 8.6 Re 6.96 6.5 
Output of engineering industry .......... ИЕ) 11.9 11.9 12.4 1355 9,8° 9.06" о 
Exports of machinery and equipment. ....... 12.5 11.8 10.9 10.9 5 15.9 oll 225) 
Imports of machinery and equipment. ....... 10.9 11.0 Ie) 10.6 36.9 11.2 33.6 21 
Romania 
Output of construction industry .......... 11.5 a 14.0 9,3 7.5 .. 
Output of construction materials industry. ..... lath 12S 12.9 10.8 9.6 13,3 as 
Output of engineering industry .......... 56 of 16.0 15.8 16.1 13.0 5.1 5 
Exports of machinery and equipment. ...... . 15.5 we 18.3 16.0 20 a a 48.6 
Imports of machinery and equipment. ...... . 13-1 ars 0.7 14.2 14 о. ae ~ 
Soviet Union 
Output of construction industry. ........-. 7.4 7.5 11.4 8.8 2) 
Output of construction materials industry. .... . 8.3 7.0 10.3 8.5 7.0 ae ie ыы 
Output of engineering industry ...... зы, INA 11.0 10.8 11:3 Ait 10.2 11.8 10.4 
Exports of machinery and equipment. ...... - 11.0 ahs 4.9 Sil 11 re ls 
Imports of machinery and equipment. ...... . 9,2 ips dS 17 21 


О О ОЕ В зави eee 
> Including metal-made consumer goods. 
¢ Sales. 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. 
Nore. Exports and imports of machinery are at current prices. 
а First nine months. 
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TABLE 3.6 


Changes in factor inputs and output in construction industry 
(Annual percentage changes) 


A ital Labour 
Employment Е Output ie СНУ 
Czechoslovakia 
1966-1970 eee 1.3 8.1 7.9 6.7 6.5 
ФВ 1.0 6.4 7.9 5.3 6.8 
ое ВА а 2.1 15.1 9.7 127 7.4 
Е meee ts 2.3 9.6 тт 
German Democratic Republic 
1966-1970 seu eee 4.1 10.38 8.3 59. 4.0 
То ое: . 2.8 11,17 5.6 81 a 
р ee 0.4 5.3 f 
О chee ee 0.32 4.30 4.09 
Hungary 
об-е. 8.36 ИЯ 10.7 3.1 2.1¢ 
ое ПА аси 10° 13 12 27 1.5° 
1971p ee ею © 20.0 4) 18.8 6 
Аи ee 1 
Poland 
1966-1970... 3.6 т 8.6 Е 4.8 
а _0.6 са. 6.5 5.9 ca. 7 6.5 
О armen tae 4.1 ca. 3 8.0 Cai 3.7 
ео ор СИЕ 6.8 15.3 8.0 
Котата 
1966: 1970 5.8 11.5 5.4 
а 72 14.0 6.3 
1977 tee oe 32 9.3 5.9 
а о 7.5 
Soviet Union 
1966-1970 4) ee 3.2 ca. 13 7.4 9.5 4.1 
1970" ee ee 5.0 9.0 11.4 3.8 6.1 
м -. 3.6 12.0 8.8 8.1 5.0 
Е ых 3.4 9.0 5.4 


Sources: National statistics, plans and plan-fulfilment reports. 
Norte. Capital intensity is defined as fixed capital stock per employed person (both at end-year). 


@ Annual averages, 
> Nationally owned enterprises only, 
с Workers only. 


for the five-year plan period (6.8 per cent) and below the 
target of the previous year. Bulgaria plans an increase of 
3 per cent which is lower than the 1972 planned rate. 
Hungary, after a zero target in 1972, also has an invest- 
ment target of about 3 per cent. Rates of growth of be- 
tween 7 and 9 per cent are foreseen in Czechoslovakia and 
the German Democratic Republic (which, after two 
years of restraint, has now reverted to the higher targets 
of the mid-1960s). Only Poland and Romania have, for 
the current year, programmes of investment expansion 
of around 12 to 13 per cent. 


The investment ratios implied by these annual plans are, 
with the exception of Hungary, higher in all east Euro- 
pean countries and the Soviet Union than those in the 
1971-1975 Plans. National income targets in the annual 


plans are, apart from the German Democratic Republic 
and Poland, either unchanged or lower in comparison 
with the averages foreseen in the five-year plans. Derived 
capital-output ratios in 1973 are thus likely to be lower 
than foreseen in the five-year plans in the German 
Democratic Republic, about the same in Poland and 
Czechoslovakia, but higher in the Soviet Union, Hungary, 
Bulgaria and Romania. 


Investment ratios in comparison with those experienced 
in 1966-1970 are higher in all countries, and for Poland 
much higher than in the current plan. National income 
targets in this comparison are currently unchanged or 
lower, except for the German Democratic Republic, 
Poland and Romania. An unfavourable current relation- 
ship between capital inputs and income additions is 


и осины. ИАА НИИ ВИННИ 


TABLE 3.7 
Growth of fixed investments and of investment completions 
(Percentage change over preceding year) 


ee eRe cee 


1968 1969 1970 1971 1972 
Bulgaria 
Total fixed investments . . . . 9.0 1.0 10.6 1.7 5 
of which: 
(ОО: дов в 13 _8.0 18.1 0.9 —10.6 
Equipment И. 4.6 5.0 —2.5 Ро Be 
Fixed assets brought into operation 3.5 20.4 2.4 —15.5 25.9 
Czechoslovakia 
Total fixed investments... . 8.2 9.7 5.9 Boll 7.7 
of which: у 
Construction’ ss . 2. < 15 7.9 4.9 6.6 13* 
ИО 6.6 обоев 9.3 12.6 US 4.1 ile 
Fixed assets brought into operation 0.5 6.6 12.8 5.7 5.6 
German Democratic Republic 
Total fixed investments . . . . 10.3 15.4 7.3 0.6 2.9 
of which: 
Constructions ane peel 15.5 5.0 2.3 Shs) 
УИ оноосое 9.5 15.4 9.5 —1.9 2.3 
Hungary 
Total fixed investments. . . . 1:7 8.2 16.9 11.6 —2 
of which: 
Construction’. 5 19 7 12 9 
ИО о Зо -9 7 26 16 
Fixed assets brought into operation 1.6 9 26 5 4 
Poland 
Total fixed investments .... 8.7 8.2 4.1 Teli 22.6 
of which: 
Construction® ..... 10.2 Set 3.6 4.7 16.1 
и ass ielicn ee 8.6 11.8 Soll 10.5 30.9 
Romania 
Total fixed investments (State 
and co-operative sector) . . 123 5.8 9.4 10.5 
of which: 
Construction. с. и. 12.1 Sail Us) 10.1 
ИИ ооо 12.3 10.2 13.4 10.6 
Totai fixed investments 
(centralized State sector) . . HAPS: 5:7 9.8 11.0 
Fixed assets brought into operation 16.7 14.8 10.4 5.9 
Soviet Union 
Total fixed investments ... . 7.9 3.4 11.4 Us 6.6 
of which: 
Construction® ..... 75 1.6 11.0 8.7 
Equipment. о. 8.0 4.7 12.4 О an 
Fixed assets brought into operation 3.5 8.1 14.8 6.3 4.1 


i шФЩмъыъвшшмьЬюБ5ж=—шФпрлнрмттътътмьъ.ьэьъЪ_ъумьэхъ+мч-млыьль_ъБъчньнльъььнььЪЪ У 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. 
в The available information on plans for changes in investment supplies is the following (annual percentage changes): 


Czechoslovakia Poland Soviet Union 
1971 1972 1973 1971 1972 1973 1972 
Lone Aer и био 4.6 10.6 4.6 Dae 8.5 13.4 4.6 
Sr 74 2:9 10.2 912 124 103 5.3 


Fauipinienty casts waste nas <9) eaten) ВИОЛА © 
For Poland in 1971 and 1973, equipment together with “‘other’’ investment supplies. 
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TABLE 3.8 


Completed investments and changes in the stock of uncompleted investments 
(Billions of national currency units and percentages) 


1968 1969 1970 1971 1972 
eer о Ре 3.19 8.22 855 3.61 3.80 
Fixed assets brought into operation ..... oh 2.59 hI Vi 3.19 2.70 3.40 
i leted investments 
are ee и: wy ca pee Pa a лье 0.60 0.11 0.36 0.90 0.40 
2. As percentage of fixed investment ... . 18.8 3.4 10.1 25.0 10.5 
zechoslovakia 
lt Se ee Lee eee 76.2 83.6 88.5 93.5 100.7 
Fixed assets brought into operation ....... 68.4 72.9 82.2 86.9 91.8 
Change in stock of uncompleted investments 
А О bce como otis ts eet er ut 7.8 10.7 6.3 6.6 8.9 
2. As percentage of fixed investment .... 10.2 12.8 al Tel 8.8 
Hunga 
а fed tee Hf te Sh ae aN Ltrs 73.9 80.0 93.5 104.3 102 
Fixed assets brought into operation ....... 64.2 69.7 87.7 91.8 96 
Change in stock of uncompleted investments 
о У ee oe tors Tae ee as 9.7 10.3 5.8 12.5 6 
2. As percentage of Нхе4 investment ... . 131 12.9 6.2 12.0 6 
Romania 
О ПИ 90 обвоовюобрюовов 58.7 62.1 68.2 Poet 
Fixed assets brought into operation?,. ...... 49.9 Sie 63.3 67.0 
Change in stock of uncompleted investments 
ТЫ ete ЕО о о м о 3 8.8 4.8 4.9 8.7 
2. As percentage of fixed investment .... 15.0 И.Т 7.2 11.5 
Soviet Union 
Hixedhinvestmentacmemrn ear cance cine een ne 7 73.6 82.0 88.0 93.8 
Fixed assets brought into operation ....... 62.6 67.7 ТИ 82.6 86.0 
Change in stock of uncompleted investments 
dd elnivalues he ote erate ca, Gat net Gate en 8.6 5.9 4.3 5.4 7.8 
2. As percentage of fixed investment ... . 12.1 8.0 5.2 6.1 8.3 
Sources: Statistical yearbooks, plan and plan-fulfilment reports. differs from statistical practice in some countries but it is suitable for providing inter 
Norte. Change in the stock of uncompleted investment has been derived as the Nationally comparable information of a roughly indicative nature. 
difference between fixed investment and completed investments. This procedure 2 Centralized State sector. 


indicated by comparatively high incremental capital- branches. Two recurrent basic problems affecting returns 
output ratios in the Soviet Union, Czechoslovakia and to investment, namely the problems of investment com- 
Hungary. These short-term increases in incremental pletions and of investment distribution, are likely to 
capital-output ratios may be due to delays in the comple- remain under particularly careful consideration in these 
tion of investments and the development of production or _countries.55 

to shifts in the composition of investments from less _ 55 For an analysis of the experience in 1966-1970 see the SURVEY 
capital-intensive towards more capital-intensive sectors or for 1970, part II, pp. 113-123. 


х 4. CONSUMERS’ INCOMES AND SUPPLIES 


The share of national income allocated to private and 
social consumption in the Soviet Union appears to have 
increased in 1972 by about 3-4 per cent, roughly in line 
with the growth of produced national income. In Czecho- 
Slovakia and Bulgaria, it is reported to have increased 
by 5 per cent and in the German Democratic Republic by 
6 per cent. In Romania, according to incomplete indi- 
cations available on the allocation of national income, 
it also is likely to have risen by about 5-6 per cent, while 
the increase was considerably greater in Poland but 
lower in Hungary. 


Total private and social consumption in Poland 
expanded last year in step with produced national income 
(by about 9 per cent), but at a lower rate than distributed 
national income. Additional resources available from the 
increased import surplus were thus used mainly for the 
expansion of fixed investment (by 22.5 per cent). Total 
consumption in Hungary and Bulgaria, by contrast, 
expanded less fast than produced national income. In 
Hungary resources were shifted to exports permitting 
only a modest increase in consumption (by 3.5 per cent). 
In Bulgaria national income produced and distributed 
increased at similar rates, but additional resources were 
used for fixed and stock investment rather than consump- 
tion (increases by 13 per cent and 5 per cent, respectively). 


National income in Czechoslovakia and the German 
Democratic Republic increased by 5.5-6 per cent but the 
allocation of the additional resources differed substan- 
tially, Czechoslovakia allocating relatively more to 
investment than to consumption (increases of 8 and 5 per 
cent respectively) while the German Democratic Republic 
allocated more to consumption than to investment (in- 
creases of 6 per cent and 3 per cent respectively). Romania, 
with practically balanced foreign trade for the second year 
running, also shifted an increased proportion of added 
national income to investments and a smaller proportion 
to consumption (increase by 10.5 per cent and 5-6 per 
cent respectively). 


The relative weight in total consumption of private and 
social consumption (on which little information is at 
present available in most cases) does not seem to have 
changed significantly in eastern Europe last year, except 
for some shift from private to social consumption in 
Czechoslovakia and the German Democratic Republic. 


Money incomes 


Total money income of the population in Poland 
increased by at least 14 per cent in 1972. In the other 
east European countries and in the Soviet Union the 
rates of increase were between 6 and 8 per cent. The 
increases were above the planned rates in the three 
countries which released information on planned changes 
in money incomes for 1972 (Czechoslovakia, the German 


У 


Democratic Republic and Poland). In these three countries 
the rates of expansion were also higher than in the 
previous year, for the second year in succession, whereas 
the rates of increase were somewhat lower in 1972 than 
in 1971 in Hungary, Romania and the Soviet Union. 
Wages and wage-like incomes rose at about the same 
rate as money income in Hungary, but at slightly lower 
rates in the other countries for which information is 
available (see table 4.1). 


As in the previous year, there was a shift in the distri- 
bution of money income in favour of agricultural incomes 
in Poland and Romania (both of which reported sub- 
stantial rises in agricultural output). In Hungary, agri- 
cultural incomes increased roughly in line with wages, 
but in Czechoslovakia, and probably also in the German 
Democratic Republic, agricultural incomes increased 
relatively slowly. In the Soviet Union there was little 
change in agricultural incomes for the second successive 
year. 


Pensions and other social benefits increased in 1972 
faster than total money income in Czechoslovakia and 
Hungary and probably also in Romania. The plan for 
increasing pensions and other social benefits, however, 
was not fulfilled in Poland, where the pressure to increase 
wages, agricultural and other private income appears to 
have prevented the implementation of the planned shift 
in favour of transfer incomes. 


Money wages per wage-earner increased fastest in 1972 
in Poland and in Hungary (by 6 and 5 per cent respec- 
tively), in Poland in conditions of a price freeze on basic 
food while a more flexible price policy was in operation 
in Hungary. In Czechoslovakia and the Soviet Union, 
money wages per wage-earner rose by 3-4 per cent, and 
in Bulgaria by 2.5 per cent. No information is available 
on changes in the German Democratic Republic or in 
Romania (see table 4.2). 


Industrial wage increases were less than the correspond- 
ing increases in labour productivity in the four countries 
for which this information is available (see table 4.3). The 
differentials were substantial in the Soviet Union, Cze- 
choslovakia and Hungary, unit wage costs in industry 
declining by about 2 per cent in all three countries. In 
Poland, industrial wages rose by more than 5 per cent 
and labour productivity by less than 6 per cent resulting 
in a comparatively small fall in unit wage costs. Unit 
wage costs also decreased in the construction industry in 
Czechoslovakia (by 2.9 per cent) and in Poland (by 1.2 
per cent). 


Incomes policies 


Incomes policies in 1972 continued to evolve in accor- 
dance with the policy principles incorporated in the 1971- 
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TABLE 4.1 
Money income by groups of income earners 
(Annual percentage changes ) 


Е ca ee 


Annual Percentage change from previous year 
cumulative ee 
ey 1970 1971 1972 Plan Plan 
1966-1970 
ee Riri ie el Sek, ee os anon ahs ot eee So ES ee Se м НЙ 
Czechoslovakia 
Total money income „еее... 8.2 4.6 5.4 5.8 4.9 5.5 
of which: 
Wage and wagelike incomes ........ 7.4 3.9 4.6 5.0 
Incomes from agriculture ......... 7.1 1.6 2.3 .. 
Pensions and social benefits ........ 10.7 7.1 3.7 6.7 
Other incomes (excluding savings and cash 
LOGICS). аа обе Goo eee A oS 10.0 TES 17.5 oe 
Actual money expenditure. ........ Ti) 25 4.9 5.4 
German Democratic Republic 
Total money. income? ser 60s). и: 4.0 3.4 3.7 5.9 3.9 5.3 
of which : 
Wage and wage-like incomes ........ 4.9 6.5 
Incomes from agriculture ......... ve Bc 
Pensions and social benefits ...... rad 5.1 4.7 
Hungary 
Total money income ....... ео 8.6 10.4 8 и 
of which: 
Wage and wagelike incomes ........ es 8.3 6 7 
Incomes from agriculture ......... vs 14.4 17 6 
Pensions and social benefits ........ ie 14.7 11 12 
Poland 
Total money income ...... a On te ee 4.5 10.7 >14 >8 10.6 
of which: 
Wage and wagelike шсотеб........ 7.8 5.0 9.3 11.3 71.8 lio 
Incomes from agriculture ......... 4.0 4.2 13.0 о са. 12а 9.08 
Pensions.) о eae 14.0 15.0 14.8 9.5 13.6 ita Be 
Sickness and other benefits ........ 3.2 — 24.0 9.2 a3 a 
Incomes in private sector ......... 6.3 1.1 —2.9° < 20° я 8-96 
Credits to population ........... 10.1 Ue? 16.1 ca. 19 ть Caco 
Romania 
Totalemoneyzincome о о осбобообовоос ais a 8.6 US 
of which : 
Wage and wage-like incomes ........ 8.5 ot 8.1 6.4 6.2 10.5¢ 
Incomes from agriculture ......... ыы в 11.0 7.4 
Pensions and social benefits ........ 
Soviet Union 
Total: money, income «5.44... sa. sits 5% ee? 6.8 
of which: 
Wage and wagelike incomes ........ 8.2 7.0 6.2 6.2 
Incomes from ависиНше......... 5.5 6.4 2.0 1* г 
Pensions and social benefits ........ 8.8 10.1 11.0 ne ee tS <x 
а eee eee 
Sources: National statistics, plans and plan-fulfilment reports. ¢ Excluding private agriculture. 
в Net money income. 4 Wage fund. 


> State and co-operative sector only. © Income in cash and kind distributed by collective farms. 
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a TABLE 4,2 


Nominal and real wages per wage earner, total economy 
(Annual percentage changes ) 


Annual 
cumulative Percentage change from previous year 
rates of change 
Bulgaria 
Nominal wages. . . . 6.0 SES р 
Retail price index ..... 0.6 —0.4 —0.5 Е : 
Real wage index ....... 5.4 5.9 2.9 2.6 
Czechoslovakia 
Nominal wages... ..... 5.8 3.0 3.8 4.2 3.0* 32 
Consumer price index ... 1.6 №7 —0.3 —0.4 
Realawagenndex sme. 3.6 hes) 4.1 4.6 * 
Hungary 
INominaliwagess-mcm renee 4.5 6.1 4.5 Can 6 5.5-6 
Consumer price index ... 1.0 1.3 2.0 3 3 3 6 
Realiwage index acne ec 3.5 4.7 2.3 (7) 3 2-25 
Poland 
9 с осоофав 3.7 22.5) 5.3 6.3 3.6 6.6 
Cost-of-living index .... 1.6 1.2 —0.2 -0.2 0.1 
Realiwageindex ее 1.9 1.3 55 6.5 3.5 
Romania 
INominaliwages ее. о 5.2 7.8 2.2 se 21 
Cost-of-living index .... 1.6 0.37 0.42 —0.14 —1.8 
Realiwagesdndex о... 5 85 TS 1.8 4.0 
Soviet Union 
Nominal wages. ....... 4.7 4.4 2) 3.5 a 2.7 
Retail price index ..... —0.1 —0.1 —1.2 5 
Real wage index ..,.... 4,5 3.3 4.8 
Byelorussian SSR 
INominaliwagess. 3. 6 5. < . 5.6 4.6 4 4 3.5 
Ukrainian SSR 
Nominal wages... ...... 4.2 4.2 3.0 29 5 1.8 


Sources: National statistics, plans and plan-fulfilment reports. 
в Retail prices. 


1975 Plans.56 The system of centrally determined wage 
funds and wage tariffs and the rules on premia payments 
and profit participation were generally maintained. Chan- 
ges in wage, price and transfer incomes last year reflected 
partly the impact of measures taken the year before. 
Actual changes in 1972 took the form of upward adjust- 
ments to the lowest and medium categories of incomes. 
A series of social measures was also introduced and a 
further series of important income policy measures is to 
become effective in 1973. 

Income policies in the Soviet Union brought, as foreseen 
in the 1971-1975 Plan, an increase by 20-23 per cent in the 
salaries (and bonuses) of doctors, teachers and kinder- 
garten staff, affecting 0.6 million personnel in public 
health services and 4.3 million in public education. Sti- 
pends for students in higher education (universities, 
technical colleges, etc.) were also increased by 25 per 
cent, and by 50 per cent in secondary, technical and other 
specialist education. 

56 Fora brief account and analysis see the Survey for 1971, part II, 
pp. 136-137. 


Introduction of the statutory minimum monthly wage 
of 70 roubles and of increases for the middle category 
of wage and salary earners was continued—providing 
benefits to staff in industry, construction and other 
productive sectors—in the northern regions. Higher 
regional wage rates were also introduced for some 
categories of wage and salary earners in western Siberia 
and the Turkmen SSR. Income tax exemption was granted 
in the northern regions to wage and salary earners in the 
70 rouble per month group and a tax reduction to those 
earning 90 roubles a month. 

In the German Democratic Republic, statutory wages 
and premia increased in 1972 for 2.3 million wage and 
salary earners (35 per cent of the total number), following 
the wage policy measures of 1971. The basic wage and 
salary increase was 17-24 per cent for the lowest paid 
categories. The social policy measures of 1972, implying 
additional expenditure of 800 million marks (5 per cent 
of the State social insurance budget), permitted an increase 
in pensions for 3.9 million pensioners and also the dis- 
bursement of some maternity and marriage allowances. 
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TABLE 4.3 


Labour productivity and unit wage costs in industry and construction 
SE АРЬЕ ИНОЕ a eee 


Percentage change from previous year 


Annual 
cumulative 
aia 1970 1971 1972 
OO og, ee aR ee ee 
Bulgaria 
Industry : 
Nominal wages .... . 5.4 5.6 DA a 
Labour productivity ... 6.7 8.4 5.6 59 
тие угаре 6055.0... —1.2 -2.6 —3.3 ae 
Construction : 
Nominal wages ..... 6.3 6.7 =e 
Labour productivity ... 4.1 5.6 3.8 
ме аре 605105 en PEA 1.0 oe 
Czechoslovakia 
Industry : 
Nominal wages .... . 4.6 3.7 3.6 BD 
Labour productivity? . . . 5.2 7.8 6.4 5.8 
Unit wage costs Ree ve —0.6 —3.8 —2.6 —2.2 
Construction: 
Nominal wages ..... 5.2 3.6 3:3 4.0 
Labour productivity .. . 6.5 6.8 7.4 ie 
ОО WARE GOSS © 5 6 a в —1.2 —3.0 —3.8 —2.9 
German Democratic Republic 
Industry : 
Nominal wages .... . 3:3 4.6 3.6 ak 
Labour productivity .. . 6.1 5.6 4.9 5 
ОЕ 5 СЗ а ово —2.6 —0.9 —1.2 
Construction : 
Nominal wages .... . 4.0 9.5 2.3 а 
Labour productivity .. . 4.0 27 4.9 4 
Unit wage costs ..... — 0.8 —2.5 
Hungary : 
Industry : 
Nominal wages ..... 3.7 5.2 3.8 4.5 
Labour productivity ... 5).3) 8.0 7.0 6.5 
Ми маве 6055. 2). 0.2 —2.6 —3.0 —1.9 
Construction : 
Nominal wages ..... 2. 7.9 9:7 са. 4 
Labour productivity ... 2.1 №5 6.0 
Unit wage costs ..... 3.0 6.3 —2.2 
Poland 
Industry : 
Nominal wages .... . 3.8 31 5.5 5.3 
Labour productivity . .. 5:0 6.8 5.0 5.9 
Unit wage costs ..... —1.1 —3.5 0.5 = 0.6 
Construction : 
Nominal wages ..... 4.6 4.3 4.9 6.7 
Labour productivity ... 4.8 6.5 37 8.0 
Unit харен со sy ae —0.2 —2.1 2 —1.2 
Romania 
Industry : 
Nominal wages .... . 4.3 9.0 ae oe 
Labour productivity . . . 73 TES 4.8 7 
Unit wage costs ..... —2.8 1.4 
Construction : 
Nominal wages ..... 5.6 10.8 : 
Labour productivity .. . 5.4 6.3 5.9 
Unit wage со5$..... 0.2 4.2 


TABLE 4.3 (concluded) 
Labour productivity and unit wage costs in industry and construction 


is РИ 
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Annual Percentage change from previous year 
cumulative 

Se of 

change 

Seip 1970 1971 1972 


ee ee eee 


Soviet Union 


Industry : 
Nominal wages ..... 5.1 
Labour productivity .. . 5.5 
Uniti ЕО © 6 ооо —0.6 
Construction : 
Nominal wages .... . 6.0 
Labour productivity .. . 41 
Unit wage costs’. - 2. . 1.8 


4.4 8:5 3 
7.0 6.2 5.2 

—2.4 —2.5 —2* 
8.7 3.0 т. 
6.1 5.0 5.4 
PES) —1.9 


Sources: National statistics, plans and plan-fulfilment reports. 
® Industrial enterprises: This is the same coverage as that referring to nominal wages and differs slightly from that shown 


in table 2.8. 


In Czechoslovakia a series of social policy measures 
taken in December 1971, which came into effect in 1972, 
included an upward adjustment of pensions by an average 
of Kés 1,000 a year (equivalent to an increase of about 
12.5 per cent in the average pension) for 900,000 pen- 
sioners (about 26 per cent of the total). In addition, 
family allowances, sickness, birth and maternity allowan- 
ces were increased. Changes in the social insurance budget 
were as follows: 


Billion Kes 1972 

1971 1972 (1971 = 100) 
IRS OOS © ана oa о 26.60 27.88 104.8 
Family allowances ... . 7.54 7.93 105.2 
Sickness benefits etc. ... 8.07 8.36 103.6 


Source: Svet hospodarstvi, 27 February 1973. 


A series of income policy measures came into effect in 
Romania in September 1972. Minimum wages were 
increased from 800 lei to 1,000 lei a month, affecting 1.2 
million wage and salary earners (23 per cent of the total). 
Pensions of less than 550 lei were raised by 30 per cent 
and higher pensions by 10 to 25 per cent. The minimum 
pension was raised to 650 lei a month. The age limit for 
the disbursement of family allowances also was raised 
from 14 to 16 years and family allowances were accorded 
to new categories of beneficiaries (including active 
servicemen, cadets in military schools, those receiving 
disablement pensions, students and members of agri- 
cultural co-operatives).°” 


Consumer prices 


The retail price indices in Bulgaria and Romania 
showed practically no change between 1971 and 1972. 
Official price changes resulted in an 0.4 per cent decline 
in the consumer price index in Czechoslovakia and in an 


5? See Scinteia, 1 and 23 August 1972 and Viata Economica, No. 33, 
18 August 1972. The upper limit of parents’ incomes for receiving 
stipends for their children in general and higher education was 
also raised. 


0.5 per cent reduction in the retail price index in the 
German Democratic Republic. In the Soviet Union, 
statutory price reductions resulted in a decrease of 1.2 
per cent in the retail price index (see table 4.4). 


In Poland, the consumer price index remained stable 
in 1971 and 1972, increases in the prices of certain food 
and service items being more than offset by reductions in 
the prices of some non-food items. Government policy *8 
last year compensated increases in the free market prices 
of some agricultural products and in the prices of some 
manufactured consumer goods and services by price 
decreases of some other manufactured articles and by 
an increase in the supply of low-priced goods. The two- 
year freeze in the prices of basic foodstuffs (bread, flour, 
othet grain products, sugar, salt, meat and meat products, 
edible fats and oils, milk and cheese), which was intro- 
duced in early 1971, has been extended to the end of the 
current year. The consumer price index in Hungary rose 
by 3 per cent in 1972, the Government allowing an 
adjustment of consumer prices to production costs and 
demand for some commodities. Consumer prices of milk 
and dairy products were increased by 13-28 per cent in 
early 1973, the effects on incomes being compensated by 
increases in pensions, family care subsidies and stipends. 
Prices of liquor and tobacco have been raised for fiscal 
reasons and there was also an increase in taxes on motor- 
cars and motor-cycles. The stabilization of food prices is, 
however, a basic aim for the 1973-1975 period.®® 


Retail sales and services 


The volume of total retail trade turnover in 1972 
increased by between 5 and 7 per cent in five countries 
(Bulgaria, Czechoslovakia, the German Democratic 


58 On price policy in Poland and price and rent policy in Hunga:y 
in 1971 see the Survey for 1971, part I, рр. 84-85. 

59 Népszabadsig, 17 November 1972, “Announcement on the 
Session of 14-15 November 1972 of the Hungarian Socialist Workers 
Party”, section III, Article 9. The adjustment of meat prices to 
production costs, which is the next important step in food-price 
policy, is scheduled for 1976. 
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TABLE 4.4 
Cost-of-living and retail price indexes 
ie A a in a tes a I ee a, NJ) gi ey eye ee 
972 1972 
Bulgaria 
Retail price index 99.4 Е 99.9 99.4 
of which: 
OOS eer ею 99.9 100.2 100.0 100.2 
МОТО fatter. orl ete 99.0 992 99.9 99.1 
Czechoslovakia 
(Со о порораод 106.0 99.7 99.6 99.5 
of which: 
OGG sateen ees sae 101.3 99.6 99.84 
Nontood И о 108.9 99.1 99.74 
РОБ с са ели не snr eee 105.4 101.0 
сы О ее бо АА 112.4 100.3 
German Democratic Republic 
ке рисе тех в. nen nnn 100.5 100.3 99.5 99.8 
of which: 
И Би о 100.4 101.6 99.5 101.1 
Non-food™., Sn eee 101.2 98.7 99.5 98.2 
Hungary 
Consumenprice inde xanmran в 102.7 102.0 103.0 105.1 
of which: 
TOO се в 102.0 102.0 101.1 103.1 
Clothing Sewn ее ое 105.4 102.4 104.1 106.6 
Othenmanutacturess. 22 2 4) ee 104.5 101.2 102.4 103.6 
ОЕ MANES: оон ово 94.2 Shs) 97.9 97.0 
Ся eee 104.4 104.5 103.5 108.2 
Poland 
Сосо men ees eee ee 102.8 99.8 99.8 99.6 
Consumer price ind exarm ieee 102.5 993 100.0 99.9 
of which: 
Foods: eee аи A oe 105.0 101.9 100.0 101.9 
МОП оо о В Shas Y 100.0 97.2 99.8 9720 
SCLVICESEe о. 100.6 100.3 100.7 101.0 
Romania 
Retail pricedn de Xe 6 ооо ово 100.9 100.4 99.9* 100.3* 
of which: 
ОО Пе 101.9 101.4 
Моро ое 100.4 99.5 
Soviet Union 
Retail рисенаех в eeetencrnenls 100.3 9919 98.8 98.7 
of which: 
а aa... до о, обл 100.5 100.4 
INon-food оососоооас 99.9 99.4 


Sources: National statistics, plan-fulfilment reports. 


< Retail price index. 


Republic, Romania and the Soviet Union). The increase vegetables, motor-cars, motor-cycles, bicycles, television 
was lower in Hungary (3 per cent) but was unusually sets and refrigerators. In Hungary, large increases occur- 
high in Poland (13 per cent). Sales of non-food items red in sales of meat, milk and motor-cars. In the Soviet 
increased faster than food sales in all countries except Union, sizeable increases were recorded in the sales of 
Hungary, where demand for most manufactures slackened _ meat and eggs, television sets and, particularly, of motor- 
in conditions of income stabilization (see table 4.5). cars (by 70 per cent). Sales expansion in Czechoslovakia 
_ Retail sales statistics for Poland show particularly large | wasconsiderable for furniture, washing machines, radios 
increases in turnover for meat and dairy products, fruitand and bicycles. Above-average increases are reported from 
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TABLE 4.5 
Volume of retail sales 


TE REISS GS age em A a a Pec eee Е а 
Annual percentage 
rates of change 


— 


Percentage change from previous year 
ee 


1966- 1971-1975 
1970 1970 1971 1972 1972 1973 


‘Albania 


Total sales? 


се ТЕ 6.2-6.7 5 

Bulgaria 

80154163 №... . 

И ae Ok ee ih eee ce 8.7 6.8 8.1 6.9 6.6 5.4 1755) 
а. oe 6.3 Bnd 5.8 6.8 5.4 
ооо ся. 10.4 9.7 7.0 aes) 

Czechoslovaki@? 

ЕТС Ку о т 0.3 5.1-5.47 1-72 5.5 4.9 5.44 3.32 
О о Зо dea 4.6 ae 3.4 4.0 3.54 3:67 
Ооо о о 8.3 7107 —1.2 7.0 Wea! WO? 

German Democratic Republic 

Е РОЕТОВЕ О о о В ee ee ee ~ 4.6 4.1 4.3 3.9 6.0 4.0 6.5 
Food Meri ah te eee Gn 5.1 35) 2.9 4.1 3.8 4.2 
INON-TOOG mae ое о 4.2 4.6 Se 8.4 4.3 8.7 

Hungary 

ПОЕТ СЕ ЕС" о cos о ооо hee Ses 8.9 6.77.0 12.4 7.6 3.1 4] Gh, OS) 
оО еее раме a ehh mci: 7.4 8.5 6.8 4.0 
о Ро eG es ana 10.4 16.3 8.3 2.0 

Poland 

TOGA ALR) eS ee eee 6.1 7.4 3.8 8.6 iB jail 6.5 10.6 
Е Meee ere rie ie ta? ahem ans 5.8 7.0 Gy 7.4 10.9 4.4 8.8 
о 6 4% 6 a ale 6 eee eee 6.3 8.0¢ 5.6 9.7 14.8 7.6 11.6¢ 

Romania? 

botalesalesmn ss ое 8.3 7.0-8.0 8.7 8.8 6.34 32 7.54 
те, бо с и о tee Golekc Wc 7.4 ae 9.7 10.9 Sou 
ПО Зи oe ese 8.9 к: 77 VD 7.28 

Soviet Union? 

ПИКС бо Seis bah ella ghee, gos 8.2 We 7.4 6.8 6.9 6.9-7.7 5 
Ооо [АЕ О icra oan ee “ees deo ste 6.7 57 ne ae : 
Мото, сео. = ey ae 9.5 a 8.5 8.1 

Byelorussian SSR 

Е Е Вар О ее АА ili ve 10 9 9 8.6 6.3 

Ukrainian SSR 

аа ео о sus ees. 8.3 й 7 1) 8.2 5.6 


Sources: Statistical yearbooks, plans and plan-fulfilment reports. 
® At current prices. 


Bulgaria of sales of sugar, ready-made clothing, furniture, 
motor-cars and bicycles. Items of higher than average 
expansion in Romania included cheese, ready-made 
clothing and footwear (see table 4.6). 


The composition of retail trade turnover, as can be 
seen from the above examples, is adapting increasingly 
to demand schedules of the buying public. But progress 
in this respect varies from year to year, commodity to 
commodity, sector to sector and country to country. 


> State and co-operative sector. 
¢ Industrial consumer goods. 


Incremental sales-to-income ratios,® accordingly, show 


60 Incremental sales-to-income ratios are calculated as the ratio 
of percentage change in retail sales to the percentage change in 
money income. They reflect changes in the supply of commodities 
in combination with changes in effective demand (as influenced by 
demand schedules and income patterns). High positive values of 
the indicator (above 1) reflect faster increase in sales than in incomes. 
Low positive values (below 1) indicate lower increase in sales than 
in incomes, Negative values are obtained if either sales or incomes 
decline. But positive values result when both sales and incomes 
decrease. 
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TABLE 4.6 


Retail sales of selected products 


(Annual percentage changes) 
Bee eer tee leet eared Fee a See 


Bulgaria Czechoslovakia German Democratic Republic® 

1970 1971 1972 1970 1971 1972 1970 1971 1972 
Mea teen nee Marie Cane ИЕ 2 8 6 5 2 } 3 5 2 4 
Wietirentoyaliais, 6 5 6 6 a uo 0 ¢ 3 11 ove xe a 
р ch rte ls oats 5 - 15 —5 —5 — Э —5 
И я ео оо о wes 1; 7 5 _ — 3 —2 
М te, Sey ge ae 7 5 2 4 2 = 2 
Cheeses ca siete. ее оо al 3 Hf 9 5 5 a — 3 
Eggs о вк 11 5 6 6 1 se 6 
Fresh fruit . Eke eae ee 13 —13 7 14 6 13 —10 
Fresh vegetables. ........ ~ 5 —2 8 .. 6 
О о особа вас 3 1 7 —14 10 8 
(Оо со вошь ос обв _3 =o) Г —14 = = 8 
О о ое о 9 9 10 —19 —2 —1 
Readyemade сошел, 3 3 10 -11 3 3 в oe 
Eootweare о полное 5 7 df —4 1 ca —3 1 ТУ 
Bicycles. а так 23 4 35 —17 —2 23 72 —7 
Motor-cycles, scooters. - .... . 9 15 a —21 23 —35 Be —6 
Washingsmach ines rier) mele: —8 —18 ты — 11 12 —10 1 
ЕО собою Se 6 в 36 —1 i —23 87 —16 _8 _3 
ПИ ИЕ И а п 6 a 6 0 6 & -1 —18 ie —13 5 7 -4 —47 
М О РЕВ, 5 обо во о 28 3 sha re a ne —25 24 
Wiatchestae се се Behe hae —7 4 ae —18 —4 —1 2 Ae 
IMOtor-catsin sey =: 6 4 ce ee 6 76 9 —1 32 —12 2 _ 
О А о ее 7 —5 os —15 — 22 2 1 
ПОЗ с оо ao o бо —11 —21 a —12 10 —5 —7 33 te 
Purituie: СТА, п = sete. 13 я 11 6 21 ii = — 327 

Hungary Poland*+ Romania 

1970 1971 1972 1970 1971 1972 1970 1971 1972 
MC at pe ime gree, fon ce, fe ed 4 5 24 2 15 11 _3 9 a 
ЕО a me cnet tenner 14 7 8 ~ 14 17 11 16 6 
Sugar aa м Poe ace ers —4 2 7 6 —2 4 3 ia! = 
Bice se Some one eae: 5 = 4 1 9 13 114 109 he 
Mike обр Cee 3 10 15 5 7 7 8 В 6 
О мы Geet ао ep cel ас 9 3 ds 20 8 —1 13 
ee Set ih, are arin en, ea eo a 10 8 —5 4 6 —7 
Fresh TUNG Во \ =) ы 1 9 —1 24 
ТА Зо оо 2 o 5 o 0 oY 11 4 17 “i a 
Woollen fabrics . . ....... 3 4 9 =¥) 5 —6 Re 6° | 
Catton fabrics wg a eee 10 —10 —10 —13 =17 =3 —3° 4° 7 
о + vise AA wnt Gia а о 28 5 10 3 14° 12° J 
Ready-made clothing. ...... 6 2 a 2 3} 14 3 ce 8 
Footweat 05 %a sis ees a 7 =3 he = of sf 4 6 8 
Ву ес, сое а 14 15 —18 — —2 23 
Motor-cycles, scooters ...... 42 10 —10 15 —25 18 Bc 
Washingumachinese ss) ees Gane _3 —5 Be —12 24 7 1 2 Е 
Е 5 бо 6 bo ob 4 6 19 9 2 11 31 1 8 9 6 
Во м в о о а вас 19 5 а 9 ly) —10 — 2 
Vacuumucleanetsie. 2. 4. 4 1 3 a 10 19 —1 
о ее еек 15 —8 Sa — —9 —7 т at 
МО Са of po 4 ao Bo 84 20 10 11 33 26 42 —11 
Radios 2 ое ви 38 —10 ме —4 14 16 1 31 
ЧО ОЗ обо hb 6 o вое 8 6 и —2 14 33 16 34 ae 
JESU! oo ge oS боборо 18 8 6 7 13 й 13 3 I 
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<= TABLE 4.6 (concluded) 


Retail sales of selected products 


i 


(Annual percentage changes) 


a DS RY ed НЕ МВ 


Soviet Union 


| 1970 1971 1972 

сто. 2 
Meat products. FE ato Te a р 2 : 
BURGE cores ee nt eg in es 4 3 3 
Butter. . 6 1 1 
Milka. Nye ak $ басс 5 —1 2 
(УСО, риса се о вы _ 4 4 
р. ОР MG: С 16 23 14 
а к За с 18 —5 2 
оозтуереа ее af annem 14 9 —2 
Е 5 орон 
Cotton fabrics | 
Silk fabrics 2 S 
Ready-made clothin | 
оО... 7 3 4 
Bicycles . р 5 — 2 
Motor-cycles, scooters. й 10 —1 
Washing machines . . _8 —11 —18 
Refrigerators . 14 12 10 
Sewing machines 4 = = 
Vacuum cleaners. 9 3 18 
Watches. . 4 1 2 
Motor-cars . 39 80 70 
Radios 6 - 2 
Television sets 10 - 12 
Furniture 9 9 7 


Byelorussian SSR Ukrainian SSR 


1970 1971 1972 1970 1971 1972 
1 15 AW 5 ТТ 10 
11 8 —6 —5 5 _ 

7 -3 1 3 2 —1 
8 —1 10 6 2 3 
4 4 2 о 3 5 
17 19 32 22 17 17 
ila} 2 5 
23 13 3 

—15 

—11 
10 6 8 BA 6 6 

9 
8 8 11 5 4 © 
3 6 5 3 3 6 
2 14 8 7 20 et 
= о г. =: 
16 16 5 10 16 13 

=f 4 =3 —3 1 1 

10 20 7 5 18 2s 

7] 2 7 2 6 4 

са. 100 74 32 102 71 

т —3 2 9 1 8 

14 —1 13 11 4 6 
94 8 10 8 10 tl 


‘Sources; Statistical yearbooks, plans and plan-fulfilment reports. 

@ Supplies to retail trade (except for the German Democratic Republic in 1972). 
> Tropical fruit only. 

< Household furniture. 


great variability both in inter-temporal and inter-country 
comparison (see table 4.7). 

Retail sales of manufactured products depend primarily 
on domestic supplies and are, accordingly, influenced by 
production techniques and quality standards of the 
respective country’s consumer goods industries. In spite 
of continuing progress in this sector, supply shortages 
and quality shortcomings are reported in a number of 
countries, e.g. in the German Democratic Republic, 
where the Plan for 1972 foresaw a substantial rise in 
supplies to the retail network and where shortages were 
reported of wallpaper and kitchen furniture. Reports in 
Czechoslovakia refer to shortages in the supply of certain 
textile and clothing articles, some types of footwear and 
certain household appliances and to the insufficient 
quality of some textile articles, some types of furniture 
and some items of household electrical equipment (e.g. 
refrigerators, television sets). Shortcomings of this nature 
are considered to be one of the principal reasons for the 
unplanned increase in the retail stocks of consumer 
manufactures by about Kés 3 billion (which is about one- 
third of the increase in supplies for the year). 61 


61 See Rudé Pravo, 9 December 1972; Statistické prehledy, No 2, 
1972. 


а Including margarine. 
* Including ready-made clothing. 
7 Including plastic footwear. 


Increasing attention is being devoted to improving 
services in a number of countries. The supply of services 
in Hungary increased in 1972 at higher rates than for 
total retail turnover (4-5 per cent as compared with 3 per 
cent). In the German Democratic Republic, higher 
increases are also reported for some services than for 
retail trade, in particular for laundry, dry-cleaning and 
repair services (which increased by 10, 7.5 and 15 per 
cent respectively). 

Measures to improve equipment and standards in 
retail trade and catering in the Soviet Union were taken 
by the CPSU Central Committee and the USSR Council 
of Ministers, providing for the creation of a network 
of modern retail establishments, restaurants, cafés and 
canteens, and making provisions for an improvement of 
management methods.® 


In Bulgaria, with a view to improving the level of 
performance in the services sector a long-term (15-20 
years) programme was adopted which provides for the 
establishment of a unified national system of services, 
covering personal services (retail trade, public catering, 
laundry, dry-cleaning, etc., housing management, com- 


62 Pravda, 30 January 1972, “About some measures for the im- 
provement of trade and its technical equipment”. 
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munal services and telecommunications), as well as 
public and social services (education, health, sports 
activities and administrative services).® 


Savings 


Total savings deposits in 1972 increased by 12 to 14 
per cent in the Soviet Union, Hungary and Bulgaria, by 
much less than this rate in the German Democratic Re- 
publicand by an extremely high rate in Poland (24 per cent). 
Compared with the previous year, the increase was un- 
changed in the Soviet Union, lower in Hungary and Bul- 
garia but much greater in Poland (see table 4.8). The 
large increase in savings in Poland reflected the unusually 
high rate of income expansion. Savings deposits increased 
at the highest rate for many years, in spite of a rise in the 
incremental sales-to-income ratio (from 0.80 to 0.94) and 
a slight reduction in the incremental savings-to-income 
ratio.®4 


The more modest expansion of money incomes in the 
Soviet Union and Hungary affected the increase in 
savings differently. The incremental sales-to-income ratio 
increased slightly in the Soviet Union (from 0.94 to 1.01), 
but so did the incremental savings-to-income ratio, 
indicating a probable reduction in the cash holdings of the 
population. In Hungary, price increases absorbed a part 
of the increase in money incomes; but in spite of the, 
on the whole, satisfactory supply conditions in retail 
trade, the incremental savings-to-income ratio still 
increased, permitting saving deposits to increase at a 
comparatively high (even if somewhat reduced) annual 
rate. 


No information is available on savings deposits in 
Romania nor any information on last year’s increases in 


83 Durjaven Vestnik, No. 62, 8 August 1972, “Basic policies for 
perfecting the system of public services in the People’s Republic of 
Bulgaria”. 

64 Incremental savings-to-income ratios, shown in the text-table 
below, are here calculated as the ratio of the increase in savings 
deposits to the combined increase in savings deposits and retail 
sales. 


savings deposits in Czechoslovakia which had shown 
comparatively high savings-to-income ratios in the 
previous two years. Additions to the stock of savings in 
the German Democratic Republic and Bulgaria implied 


slight reductions in their earlier equally high savings-to- 
income ratios. 


Incremental -savings-to-income ratios 


Country 1968 1969 1970 1971 1972 
IBUlaT ia ene nee 0.4 0.6 0.6 0.6 0.5 
Czechoslovakia. .. . 0.2 0.3 0.7 0.6 
German Democratic 

1, собеа 0.6 0.6 0.6 0.6 0.5 
А соборов 0.4 0.4 0.3 0.3 0.4 
Poland awa ae 0.3 0.4 0.4 0.4 0.35 
Soviet Union .... 0.3 0.4 0.4 0.4 0.45 


Sources: tables 4.1 and 4.8. 


Housing 


The rate of housing construction in the Soviet Union 
in 1972 was about the same as in the preceding year. The 
rate accelerated in Hungary, the German Democratic 
Republic and, to a lesser extent, in Poland and Czecho- 
slovakia, but slowed down in Bulgaria and Romania (see 
table 4.9). 


The Plan for 1973 foresees a continuing expansion at 
highs rates in Poland. The planned expansion is much 
higher than last year in the Soviet Union and the countries 
which decelerated last year, while a slowing down is 
envisaged in the three countries which had the highest 
rates of expansion last year (Hungary, the German 
Democratic Republic and Czechoslovakia). 

For most countries the average of the number of 
dwellings constructed in 1972 and the number planned 
for 1973 is slightly above the annual average in the 
1971-1975 Plan.® 


65 On the 1971-1975 housing plans see the Survey for 1971, part II, 
155 ИЕ 


TABLE 4.8 
Savings деро$ 5“ 
(Annual percentage changes) 


Country 1966 1967 1968 1969 1970 1971 1972 
iia’ к 17.6 19.8 11.0 16.7 16.6 15.4 URS 
Czechoslovakia ...... 11.0 14.2 8.4 8.6 17.5 16.3 ats 
German Democratic Republic 12.0 1.3 и 10.9 8.5 6.9 7.6 
ПЕ G86 go ob ос 12.8 WA 17.6 20.4 19.9 15.0 wo, 
Poland ee ne ts 225 20.6 1525 16.0 11.4 15.8 24.1 

i 14.9 ae we is 
Rohe oy Gop = Go oF Oe ae ey ae 
боевое 22.4 17.3 20.4 18.7 21.4 14.2 14.1 
а 20.9 16.6 20.2 18.9 20.5 13.8 
тай пе coon te 26.7 19.2 О 18.0 23.8 15.3 


Е 


Sources: СМЕА Statistical yearbooks and plan-fulfilment reports. 


@ End-of-year data. 
> Only PKO (General Sayings Bank). 
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TABLE 4.9 
Dwelling construction 
вы TE Eee At I ri cE AN A I I A a ани речи т ти") 
Annual average 1973 
1971-1975 1970 1971 72 Pion Plan 
1966-1970 (hes 
pls Bs we ee RY ee ЕЕ ee ee 
(Thousands of dwellings} 
Bulgaria a a 
State and co-operative ...... 44 50.0 45.7 44.9 31.4 34.4 
Czechoslovakia 
ое es eee 87 ca. 100.0 112.1 107.4 114.5 106.4 110 
И econ ss) tikes oe 16 Bo 18.9 16.8 22.8 at 5H 
Enterprise? ......... 7 Ир 19.6 т 20.9 
Co-operative ......... 43 sus 44.2 39.3 38.7 
Риме pity: В DA AG 29.4 29.6 2046 | 
German Democnatic Republic 
TRA 4 6 ob c teste reais tase ois 73 100.0 76.2 76.1 85.9 78 79.1 
Hungary 
а, meats tis, ее 65.5 80.0 80.3 USE: 90 75 81-82 
Ве. 5 eee ae ee 24.4 .: 32.9 22.5 43 30 32-33 
Рима. 41.1 .. 47.4 52.8 47 45 48-49 
А. 29.5 .. 95:2 42.6 ae i Ae 
ТС В, о орз обоев 11.6 .. 12.2 10.2 
Poland 
TL Otal sire С. 188.4 216.0 194.2 190.6 201.7 198 са. 225 
тб cade ct atest wel 140.0 .. 141.5 136.4 153.4 a . 
Вита Зори < 48.4 .. 52.7 54.2 48.3 
Socialized зесюг....... 138.0 .. 140.6 136.4 149.8 
State’ waar eter tea cao ena 55.1 .. 45.1 42.8 46.3 
Co-operative. ое. 82.9 .. 95.5 93.6 103.5 
Котата 
Торо, Ss AOS ee AM, 130 Ale 163 150 135 na <h 
State and co-operative... .. 69 104.4 100 91 85 93.6 111 
Private: “see eee eee 61 As 63 59 50 
(Million square metres of total living space) 
Soviet Union 
POtaly yom fa) kee eee ee 103.7 116.0 106.0 107.6 > 106 5:2 117.6 
State, housing co-operatives . . 70.5 81:2 76.6 78.7 a8 80.0 
Workers and office workers? . . 14.6 15.4 13.0 13.0 ye 14.7 
Collective farmers, village doctors, 
‘сасветк- ес о в 18.6 19.4 16.4 15.9 г. 20.5 
Byelorussian SSR 
‘TPotaliQee ts о 4.1 4.4 4.3 4.2 4.3 4.4 4.6 
Ukrainian SSR 
О + lea oe: 19.2 19.2 18.8 19.3 ca. 19 19.2 20.3 
ТЕНЬ 
Sources: Statistical yearbooks, plans and plan-fulfilment reports, < Including reconstruction of existing dwellings, except for the 1971-1975 plan 
в Commissioned by State construction firms. (which includes modernization of existing dwellings) and the 1973 plan (which refers 


exclusively to new construction). 
> Including dwellings constructed by co-operative farms. 4 Financed from State credit and own funds. 


A Cousumers’ incomes and supplies 


Ве НН 


ae Number of dwellings constructed 


(Countries in order of planned rate of construction per 100,000 habitants) 


Plan for 1971-1975 


Country и Annual ie aces 1972 Plan Fab 
е 
И и ei) 
Soviet Union® ....... 2 350 95 2 250 2490 2370 
Hungary. . о ee 80 77 90 81-82 86 
ees и" AAs 100 70 115 110 1172.5) 
оао а Dil 65 202 
German Democratic Republic . 1008 58° 86 ee р 
Виа ee ee 50 58 31¢ iy м 
ЕЕ сос вее 104 51 85 111 98 


И 
Sources: The SURVEY for 1971. part Il, р. 137 and table 4.9. 


® Estimated (counting 47.2 square metres per dwelling), 


> Including modernization of existing dwellings. 
< State and co-operative. 
2 Commissioned by State construction firms. 


Real incomes 


Per capita real income of the population in 1972 
increased by 3.5-4 per cent in the Soviet Union and 
Hungary. The increase was between 4 and 5 per cent in 
Bulgaria, between 5 and 6 per cent in the German 
Democratic Republic and Czechoslovakia, between 6 and 
7 per cent range in Romania and more than 10 per cent in 
Poland (see table 4.10). 


The increase of real incomes was lower than planned 
in the Soviet Union and in Hungary. In the Soviet Union 
this was primarily due to the impact of the adverse 
harvest, while in Hungary it was due to the adjustment 
of the foreign and domestic balance. More favourable 
results than planned were obtained for real income 
increases in Poland and the German Democratic Repub- 
lic. Consumption in Poland benefited from the cumu- 
lative effects of production and income expansion. The 
German Democratic Republic was able to grant greater 
real income increases because of the stabilization of its 
investment programme. The programme was about 
fulfilled in Bulgaria and probably also in Czechoslovakia 
and Romania. 


Plans and prospects 


The Plans for 1973 foresee higher increases of real 
income per capita in the two countries which last year 
obtained lower than planned increases (Soviet Union, 
Hungary). Greater increases are also planned for in 
Romania and Bulgaria. The planned expansion is about 
unchanged in Poland, Czechoslovakia and the German 
Democratic Republic. The Plan for 1973 in the Soviet 
Union foresees a 4.5 per cent increase in per capita real 
incomes of the population. The average nominal wage 
is to rise by 2.7 per cent and farmers’ money receipts by 
4.4 per cent. 

The introduction of the statutory minimum monthly 
wage of 70 roubles and exemption or reduction of taxes 
will be continued and are to go into effect gradually, 
sector by sector and region by region, benefiting, in the 
first place, productive sectors. In 1973, they will be 


introduced in the Far East, Siberia and the Urals; then, 
at the end of the year, in Kazakhstan, Central Asia, the 
Volga regions, the Donbass, and the Rostov oblast. 
Regional scales are also to be introduced in certain 
areas of the Urals, where they have not as yet been 
established. Night-shift pay is to increase for indus- 
trial workers. 


Social security conditions for working women will be 
improved by increasing the number of days off with pay 
allowed for caring for sick children, and by the payment 
of full salary during leave allowed for pregnancy and 
childbirth, irrespective of length of service. Pensions for 
members of servicemen’s families in the event of the 
death of the heads of families are to be increased. 


In Poland, some moderation in income expansion is 
planned. However, the planned target of a 10.6 per cent 
rate of increase of total money incomes is still considerably 
higher than the average of 7.7 per cent originally provided 
for in the current Five-year Plan. 


In the Hungarian Plan for 1973 an increase is envisaged 
in the share of national income allocated to consumption, 
as well as a faster than average increase in workers’ 
incomes in State industry and the State construction 
industry (which have lagged behind the average in the 
past few years). The nominal wages of workers in State 
industry should increase by 10 to 12 per cent and in State 
construction by 8 to 10 per cent (benefiting about 
1,300,000 workers). The income effect of the planned 
3.6 per cent rise in consumer prices is about compensated 
for receivers of transfer incomes by the planned income 
increases. 


In Czechoslovakia, the Plan for 1973 provides for a 
rise in the allowances for families with two or more 
dependent children: this will affect 56 per cent of all 
families. In 1973 the total money income of the popu- 
lation is expected to increase by 5.5 per cent, which is 
about equal to the rates in 1971 and 1972. The average 
wage in industry should rise by 2.7 per cent and in 
construction by 2.3 per cent, which is a slight deceleration 
compared with that in the past few years. 
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TABLE 4.10 


Real income per head of population 
Se ee A ee eS SS EE ee 


Annual cumula- 


tive rate of change 


Percentage changes form preceding year 


1972 
Plan 


1973 


1972 Plan 


1970 1971 


be ee Е _ ee 


а 4 
Bulgaria 
Total population... . 6.0 4.6-5.4 
Wage-earners .... 6.8 
Farming population . 9.9 
Czechoslovakia 
Total population®. . . . 5.9 4.5 
Hungary 
Total population... . 6.2 4.6-4.9 
Wage-earnels .... 5.6 
Farming population . 7.1 
Poland ; 
Total population... . 5.2, 6.0 
Romania 
Total population... . 7.0-7.9 
Soviet Union 
Total population .... 59 5.6 


Wage-earners® . . . . 3.7 


Byelorussian SSR 


Total population . ... 6.3 
Ukrainian SSR 
Total population... . 5:9 


Sources: National statistics; plans and plan-fulfilment reports. 


® Money income in real terms. 


> Consumption of goods and services per head of population 


© Per wage-earner. 


In Bulgaria in 1972 a long-term comprehensive pro- 
gramme for the improvement of the living standards of 
the people was adopted. In the fulfilment of this pro- 
gramme, corrections are being introduced in the current 
Five-year Plan envisaging a further increase in the 
incomes of the population (in real terms) and an accele- 
ration especially of the rate of growth of incomes of the 
lower income groups. During 1973 the minimum wage 
will be increased from 60-65 leva to 80 leva. This will 
benefit about 12 per cent of the salary- and wage-earners. 
From 1 March 1973, salaries of some occupational groups 
have been increased (medical personnel, teachers and 


5 5 4 4.2 6.5 
4.3 ro 
3.6 
3.4 5.3 5.67 сб 
Tes 4.5 са. 3.0 5 4.5-5 
са. 7 са. 4.5 
са. 8 са. 5 
2.2 8.6 10.5 71-8 * 9-10* 
df 6.5 Е 8.0 
6.0 4.4 Sel Sy 4.5 
4.7 52 
6 7 7 6 
5 4 4 51 4.3 


others). Steps are being undertaken gradually to eliminate 
income taxes and to equalize the labour remuneration 
(including pensions) in agriculture with that in the other 
economic branches. 

In Romania in 1972 a new law was adopted for remu- 
neration in State enterprises, based on the principle that 
wages should depend directly on the quantity and quality 
of labour input in production. The Plan for 1973 provides 
for some acceleration in the increase in the wage fund— 
the rate of increase is to be 10.5 per cent, compared with 


6.4 per cent in 1972. Real incomes are to increase by 
8 per cent. 


5. FOREIGN TRADE 


(i) General features 


_ In eastern Europe and the Soviet Union total output 
increased at a lower rate between 1971 and 1972 than 
between 1970 and 1971. But the growth of foreign trade 
speeded up in 1972, to reach a rate of 11.1 per cent. For 
the region as a whole, imports increased by 13.4 per 
cent and exports by 8.8 per cent. Compared with develop- 
ments in 1971 this meant a significant acceleration of 
import growth and the maintenance of a similar export 
growth. The region’s trade expansion in 1972 was 
concentrated on imports from industrial market econo- 
mies and on exchanges between the east European coun- 
tries themselves. This latter flow had decelerated slightly 
in the preceding year. 


As total output growth was less in 1972 than in 1971, 
the faster trade growth led to a sharp increase in trade 
propensities. The elasticity of imports with respect to 
total output growth increased from 1.3 in 1971 to 2.7 
in 1972; for exports the elasticity increased from 1.4 to 
1.8.67 Moreover, the trade elasticities in both 1971 and 
1972 were larger than the average for the 1966-1970 
period and larger than planned for the 1971-1975 period, 
implying that the proportion of domestic output traded 
internationally continued to increase fast and in 1972 
at an accelerated rate (see table 5.2). 


The more vigorous growth of trade among the CMEA 
countries in 1972 reflects largely an exchange of machinery 
and intermediate products, partly within the widening 
framework of agreements on intra-regional co-operation 
within the region. Trade between the smaller countries 
(eastern Europe, excluding the Soviet Union) expanded 
faster than in 1971 and probably close to the rate of 
15.5 per cent recorded in 1970. Trade between these 
countries and the Soviet Union resulted in 1972 in a 
significant Soviet import surplus, partly representing 
debt repayments by Czechoslovakia, the German Demo- 
cratic Republic, Poland and Hungary, and partly the 
increasing participation of these countries in projects in 
the Soviet Union for the extension of supplies of basic 
materials. 

The rate of growth of CMEA countries’ exports to the 
rest of the world continued to slow down in 1972 (to 
3.4 per cent as compared with 8.4 per cent in 1971) while 
imports speeded up considerably (from 6 per cent to 
15.8 per cent), after decelerating sharply in 1971. Partner 


66 Expressed in current foreign trade prices in terms of national 
currencies; in terms of current dollars the increase in eastern 
Europe’s trade, would be about 8 per cent higher owing to the 
devaluation of the US dollar. Note that the trade statistics for 
eastern Europe given in the UN Monthly Bulletin of Statistics are 
expressed in current dollars. 


67 See footnote to table 5.2. 
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countries’ statistics Гог ten months indicate, however, 
that CMEA countries’ exports to industrial market 
economies increased quite fast (9 per cent) although not 
as fast as in 1971, but that their imports (primarily 
machinery and equipment imported into the German 
Democratic Republic and Poland and machinery and 
cereals into the Soviet Union) soared by 24 per cent as 
compared with the growth of 10 per cent in 1971, part 
of this increase being attributable to price increases. As 
a result, the combined CMEA deficit with developed 
market economies probably doubled to over $2 billion. 
Most of this deficit represented credits for the purchase 
of cereals by the Soviet Union and for the purchase of 
machinery by the Soviet Union, the German Democratic 
Republic and Poland. This tentative analysis of the 
geographical composition of CMEA countries’ trade in 
1972 leads to the conclusion that trade with developing 
countries changed very little between 1971 and 1972. 


The data on trade by commodities are incomplete but 
a rough idea of the main features can be obtained from 
output and partner countries’ statistics (see table 5.3). 
In the region as a whole, output of capital goods in 1972 
increased by some 10.7 per cent, of chemicals by 9.2 per 
cent, consumer goods by 6-7 per cent, while, except in 
the Soviet Union, agricultural output rose considerably. 
Investments also increased quite fast and western statistics 
indicate that considerable quantities of machinery were 
imported from western countries. It therefore appears 
that in 1972 exports and imports of machinery were 
among the most dynamic commodities and that they 
grew faster than in 1971.68 Trade in intermediate products, 
which benefited from rising trade in chemicals and an 
exchange of manufactured inputs based on expanding 
industrial co-operation, may have been the next most 
important group. In east-west trade, the value of exports 
and imports of food-stuffs increased rapidly (due partly 
to a 15 per cent increase in dollar prices of food and 
beverages in the world market). 


Despite the fact that the rates of growth of eastern 
Europe’s trade with some regions fluctuated sharply, the 
conditions for an expansion of east European trade with 
all regions have continued to improve. Trade liberalization 
has been extended still further in the region’s trade 
relations with western Europe: after the latest agreement 
between the Federal Republic of Germany and the 
Soviet Union, roughly 80 per cent of the EEC’s imports 
from eastern Europe are now liberalized. The recent 
agreement (in October 1972) on the settlement of the 


68 See table 5.3 for commodity composition of trade for the five 
countries for which data are available for 1972. 
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TABLE 5.1 


Changes in the value of foreign trade and the volume of national income produced and industrial output 
in east European countries and the Soviet Union 
(Value in million dollars and percentage changes in the value* from corresponding period of previous years ) 
pa es Sg a Rs eA CO ere оз NE SR aS Se en et 
Value Percentage increase 1972 Actual 1973 Een р 
т 1972 р ых pri Plan 1972 Plan 1971-1975 


КРИ ПОТЕ ВО ay ee eT Oe ee ee eee eee 
Bulgaria 


У ото с 2 603 11.1 ПТ 8.9 \ 10.0 } 13.2 11.0 

Tnports НИИ 21. 2548 -19 4.7 15.8 we 11.0 : 9.8 

National income. . . 10.0 7.0 1-0 8.0 7.0 8.0* 7.7-8.5 

Industrial output. .. 10.2 9.3 9.5 ad. 8.3 9.9 9.2-9.9 
Czechoslovakia 

Exports ме. г. 4 879 10.5 14.2 10.2 3.5 7-5 6.0 7.4 

Imports ...... 4 637 7.1 12:2 8.5 7.9 6.5 ПЕ 6.4 

National income. . . 7.3 5.5 5.2 5.0 5.6 5.1 Sel 

Industrial output. . . 5.4 '8.5 6.9 ч.5 6.4 5.8 6.2 
German Democratic Republic 

У Оооо 6214 9.5 10.3 10.8 } 12.5 } \ 

ines ee 5892 21.2 17.6 2.5 Ра 9.2 age = 

National income. . . 5.2 5.6 4.5 4.6 5.8 5.7 4.9 

Industrial output. . . 7.0 6.5 5.6 5.5 6.3 6.5 6.0 
Hungary 

Exportse ИУ 3 286 16.5 11.2 7.9 14.0 21.0 7-8 \ 7.0-8.5 

Ур eens eee 3149 6.9 30.0 19.3 6.0 —3.0 7-8 at 

National income. . . 8.0 4.9 6.5 5-6 5.0 4-5 5.5-6.0 

Industrial output. . . 2.9 9.0 7.0 5-6 5.6 5.5-6.0 5.7-6.0 
Poland 

До о оно eae ee 4929 9.9 12.9 9.2 3.8 т 12.9 9.2 

Imports) ee 5 330 1205 12.4 11.9 16.4 21.4 20.1 9.7 

National income. .. 2.9 2.2 8.2 6.1 9.5 7.9 7.0 

Industrial output. .. 8.9 8.5 8.3 7.0 10.7 9.7 8.5 
Romania 

legos. 6 оо док 2 594 11.1 13.3 13.5 } LS 31.9 

IM POTLS aaa ee 2 608 8.2 12.6 Wes} 20.4 14.3 19.2. } 5 

National income. . . 7.9 6.6 12.8 11-12 10.0 9.8 11-12 

Industrial output. .. 10.6 12.1 1.2 11.0 СЯ, 14.7 11-12 
Soviet Union 

EXPONtS: ао в eete 15 319 9.6 10.0 7.9 6.2 Dee 5.8 

imports) 16 043 9.7 13.6 6.4 6.9 } 18.5 } т 6.0 

National income. . . 4.8 9.0 6.0 6.2 4.0* 6.0 Tal 

Industrial output. . . 7.1 8.5 И. 6.9 6.5 5.8 8.0 
Total above 

EXDOTrts ies pee 39 824 10.4 11.2 9.0 8.8 

Imports ...... 40207 10.2 14.4 8.3 } is 13.4 } i } a 

National income. . . 5.0 8.0 6.4 6.3 5.0 6.3 7.0 

Industrial output. . . Ue? 8.5 Tall 6.9 7.0 6.6 7.9 


Source: National statistics. 
“< Based on foreign trade accounting units. 
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TABLE 5.2 


Foreign trade elasticities of east European countries and the Soviet Union 


1966-1971 
Average 
’ Bulgaria 

EXDOTtS tee. cr ие О 1.30 

Tinports >... > coe eae 1.06 
Czechoslovakia 

Кро scr a wes-aw ene 1.06 

О ee le 0.99 
German Democratic Republic 

REPOUIR Seeger: as 1.60 

ИНОЕ meee es РМ! 
Hungary 

IEXPOLts Mire: corm aera sees ae 1.31 

Imports Seas ie ele 1.54 
Poland 

EXDPOT(Siat Ре. te et 1.63 

Imports. ео 1.52 
Romania 

ль ea ee er 1.42 

[miportsea ene мо 1.65 
Soviet Union 

EX DOTUS teeth OMS Se: wos = sete) oe 1.05 

Про coe ee et ee Ge 1.03 
Total above 

Про a) cae д. № 1.25 

О о, 222 


Sources: National statistics. 


Hommage 19770) do AULT 
117 =a 1.54 1.34 
0.67 190 191 f 165 453 
S58 196 ме 18 145 
292 164. 6 2557 106 
1.84 240 2.16 

3.14 0.56 1.59 } ей } 1.60 
229 122 420 160 
6.12 297 -06 160 7142 
т | 131 
239 145 2.25 254 41,39 
202 106 137 1.93 

1:91 © 0.57 643 то } ых 
li 132161055 О 
151 1071 463 0.85 
1.409 141—126 159 

180 1.30 2.68 Я \ sn) 


Nore. Elasticities are calculated by dividing export and import (current values) growth rates by national income 


(volume) growth rates. 


Soviet financial obligations arising from the Second 
World War and on compensation for pre-war American 
property in Poland and Hungary, together with the 
agreement to allow the Soviet Union and Poland to 
borrow from the United States Export-Import Bank,®%® 
have diminished obstacles to trade with the United 
States. The scope for east-west industrial co-operation 
has been increased further by the recent legislation 
permitting joint ventures (on the basis of at least 51 per 
cent domestic participation) in Romania and Hungary; 
it is reported that Poland is also on the point of accepting 


69 The US Export-Import Bank has approved loans totalling 
$101.2 million for the Soviet Union, to help finance Soviet purchases 
of some $225 million’s worth of industrial equipment from US 
suppliers. A further $101.2 million is to be made available by private 
banks in the United States. 

It is also reported that other loans by the Export-Import Bank 
о the borrower, the Soviet Foreign Trade Bank, are expected to 
be approved later to cover the purchase of additional machinery 
for the Kama River factory and several more plants to produce 
stainless steel and silver-plated tableware. See International Herald 
Tribune, 11 March 1973. 


this form of co-operation. Finally, the financing of 
east-west trade has become easier now that export 
credits ($4 billion outstanding by 1971) can be supple- 
mented by borrowing through the operations of the 
Soviet-owned overseas bank, and by bond issues on 
behalf of eastern countries on the London and on the 
Euro-dollar markets.7° This should also ease the repay- 
ment of external debt, which is estimated to be equivalent 
to 10 per cent of Soviet exports to the west and to an even 
higher proportion for some of the other CMEA countries.”! 


Trade with developing countries should benefit increas- 
ingly from the continued rise in credits,’2 expanding 


79 For Romania, the financing of external imbalances may be 
facilitated by its recent membership of the International Monetary 
Fund. 

71 Financial Times, 6 March 1973. 

72 It has been reported that by 1970 the Soviet Union had extended 
some $5.5 billion in credits to the developing countries and that an 
additional $2.7 billion had been extended by other CMEA countries. 
Lending continued in 1971 and 1972. 
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TABLE 5.3 


Commodity composition of trade of CMEA countries 
(Percentage changes in trade values) 


Exports 


Intermediate 


Total Machinery goods 
Bulgaria® 
WAI о ae, Oats Be Been foo 6.4 137 5.3 
ПР, оо о 10.5 26.0 5.8 
Czechoslovakia? 
19:7 Laer и, 12.3 11.8 87) 
U9] са 14.3 14.5 16.3 
Hungary 
о бов 7.9 7.6 —2.0 
lO Deere о |W cheer Bet revere ion ns 21.0 28.0 22.0 
Poland 
Е о Maree os) Se. cae 9.2 10.9 12.0 
DDR adr Oe eh о sal c lie 15.9 PS) 
197 Sea kre о 12.9 12.5 
Romania 
и on ea cy antes 1355 16.0 Tell 
С 137 20.0 
и. 31.9 48.6 
Soviet Union 
По офи. 7.9 9.1 5.9 
ТО eres Pee re 2 Ce aS os DP) И 


Imports 
a OL ee 
Food и Total Machinery 1 Food area 
6.9 2.0 171 24.2 17.9  —48.5 20.7 
5 4 eee 3.1 9.8 18.7 (94 275 16.2 
16.0 29.5 6.2 5.8 сия Е 18.3 
5.4 11.9 8.2 9.6 8.8 212 0 1s 
122 18.6 193 40.5 13.9 17.2 72 
18.0 (2.00 Зоо 20—20 м1 
241 9.7 11.9 10.6 8.0 36.0 192, 
29.06 15.29 21.4 36.9 14.9 5.46 30.0 
20.1 27.0 a 
253 158 7.3 14.2 т eee 
11.3% 143° 143 М ем: 0140 
41.07 17.2 oe ay 
ее a... 
18.1 15.8 6.4 1.7 ТВ 10.1 
_34.4 18.5 20.5 11.0 22.8 


Sources: National statistics. 
® See footnote а to table 5.1, 
> First nine months. 


co-operation,’ improvements of payments mechanisms 
(gradual shifts from clearing to triangular or even multi- 
lateral payments) and from preferential treatment for 
imports from developing countries, which have been 
granted since January-April 1972 by Bulgaria and Hun- 
gary, and since an earlier date by the Soviet Union and 
Czechoslovakia. 


It has been realized by the CMEA countries that the 
implementation of the Comprehensive Programme for 
the intensification of their mutual co-operation during 
the 1971-1980 period requires a faster increase in their 
mutual trade than envisaged by their 1971-1975 trade 
agreements. They now consider the original quotas 
contained in these agreements as minimal targets needed 
to ensure basic supplies to trade partners. In order to 
speed up mutual co-operation and trade, permission has 
recently been granted to enterprises to enter directly into 
mutual co-operation, joint efforts have multiplied in the 
expansion of production of liquid fuels, natural gas, 
chemicals, cellulose and some other raw materials, and 


73 Since the mid-1950s about 2,400 projects have been undertaken 
in developing countries with east European credits, about half of 
which have not yet been completed. 


< Including agricultural raw materials, 
а Light industry products. 


the International Investment Bank continues to lend 
(up to December 1972 some $335 million, of which 
$133 million was in convertible currency) primarily to the 
sectors which are important for mutual со-орегайоп.74 
Moreover, the CMEA International Bank for Economic 
Co-operation continued to expand its activities: the 
increase in total turnover amounted in 1972 to 10 per 
cent (to $106 billion), and credits extended rose by 9 per 
cent (to some $3.7 billion). 


Between 1971 and 1972 trade developments varied 
somewhat between the individual countries. Rates of 
growth were rather uneven but were high for both exports 
and imports for all countries except Czechoslovakia 
(growth rates of 7.5 percent and 6.5 per cent.respectively), 
Hungary’s imports which declined by 3 per cent (see 
table 5.1) and Soviet exports which went up by only 2.2 
per cent. Poland, the German Democratic Republic, 
Romania and the Soviet Union (where trade turnover 


74 Out of the total, 33 per cent has been to the automobile industry, 
25 per cent to engineering, 24 per cent to the chemicals industry, 11 
per cent to food processing and other light industry and 7 per cent 
to transport, for 26 projects. | 
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grew by 10.4 per cent) were responsible for the accel- 
eration of trade for the region as a whole. 


For Bulgaria and Czechoslovakia, the most rapid 
expansion of trade was with their CMEA partners. The 
industrial market economies and CMEA countries 
provided the major growth market for Hungary’s and 
Poland’s exports, and industrial market economies were 
the most dynamic source of supply of imports for the 
German Democratic Republic, Hungary, Poland and the 
Soviet Union. The increase in Albanian exports during 1971 
and 1972 of 42 per cent was mainly due to sales in Europe. 


As in previous years there were marked differences 
between the individual CMEA countries in the develop- 
ment of their trade patterns. To a considerable extent this 
reflected differences in their payments positions. Because 
of the need to repay short-term debts, Czechoslovakia 
and the German Democratic Republic were obliged to 
increase their export surpluses and therefore kept the 
growth of domestic demand below the growth of output. 
In order to correct the large deficit incurred in 1971 (see 
table 5.4), Hungary also restricted the growth of domestic 


demand in relation to the growth of output. As a result, 
the trade balance swung from a deficit of $490 million in 
1971 (of which $271 million was with CMEA countries 
and $225 million with industrial market economies) to 
a surplus of $126 million in 1972 (implying a surplus 
with CMEA countries and a smaller deficit with the 
industrial market economies). 

Romania’s trade remained roughly in balance, the 
surplus with its CMEA partners being more or less 
equal to its deficit with the industrial market economies. 
Bulgaria maintained an over-all export surplus in 1972. 
In Poland and the Soviet Union, domestic demand 
increased faster than output. As a result Poland’s trade 
deficit increased, more than doubling to $401 million, 
and the Soviet surplus in earlier years was turned into 
a deficit of $724 million. Poland’s deficit with its CMEA 
partners was reduced considerably in 1972, but a large 
deficit appeared in its trade with the industrial market 
economies: in 1971 this trade had been in balance. The 
substantial increase in the Soviet Union’s trade deficit 
with the industrial market economies was also responsible 
for much of the over-all Soviet trade deficit in 1972. 


(ii) Review by countries 


In 1972 in Bulgaria the rate of growth of output was 
the same as in 1971 while exports grew faster and imports 
less fast. Exports to and imports from the centrally 
planned economies expanded most; the maintenance of a 
considerable export surplus permitted further repayments 
of debts to that area. By contrast, borrowing continued 
from industrial market economies on a similar scale to 
that in 1971, but since Bulgarian exports to that area 
grew little and at a reduced rate its imports were kept 
roughly unchanged. Capital goods were the most dynamic 
exports and imports. An appreciable increase in agricul- 
tural output for the second year in succession resulted in 
a marked decline in imports of food products. But a 
buoyant domestic demand for consumer goods led to a 
fall in exports and a substantial increase in imports of 
these goods. 


In Czechoslovakia, although the rate of growth of 
output speeded up somewhat in 1972, the growth of 
exports and imports continued to slacken, falling to the 
lowest rates (7.5 and 6.5 per cent respectively) recorded 
in the past four years. Data for the first nine months of 
the year (table 5.3) indicate that the slow-down in trade 
was due to developments at the end of the year. Trade 
with developing countries and with industrial market 
economies grew little and at considerably lower rates than 
in 1971. But trade with centrally planned economies 
expanded fast in both directions. The pattern of trade 
was shaped by the need to repay short-term credits to 
CMEA countries and by the possibility of continued 
borrowing in the west. Exports of engineering and 
intermediate products increased substantially (on the 
basis of nine months, figures) while exports of other 
products increased much more slowly than in 1917: 
however, growth rates in that year had been exceptional. 


A marked upturn in investments necessitated a consider- 
able increase in imports of machinery; imports of 
foodstuiffs also increased but consumer goods declined, 
partly because domestic output expanded considerably. 


In the German Democratic Republic an acceleration in 
the growth of output in 1972 was accompanied by a 
faster growth of exports and especially of imports: 12.5 
and 9.2 per cent respectively. Imports from industrial 
market economies and CMEA countries increased faster 
than in 1971, as did exports to CMEA countries, while the 
growth of exports to industrial market economies slackened 
but nevertheless grew quite rapidly. The respective 
balances implied credit payments to CMEA countries 
and considerably increased borrowing from industrial 
market economies. The growth of imports was shaped by 
two opposing tendencies: the recovery of investments and 
the acceleration in the rate of growth of personal incomes 
and industrial output probably resulted in a fast increase 
in corresponding imports, but an improved balance 
between domestic production of inputs and manu- 
facturing, the 2 per cent savings in the consumption of 
inputs per unit of output and a good harvest should have 
had offsetting effects. 


In Hungary, extremely fast import growth in 1970 and 
1971 (30 and 19 per cent respectively) was followed by a 
decline of 3 per cent in 1972, mostly on account of imports 
from the centrally planned economies, though the rate 
of growth of imports from industrial market economies 
and from the rest of the world also fell sharply. By 
contrast, the growth of exports was markedly higher 
(21 per cent compared with 8 per cent in 1971), significant 
increases occurring in all the major markets. The above 
reversals were obtained, first, through a credit squeeze 
which reduced investments and stocks; secondly, through 
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slowing down the increase in income of population, 
accompanied by the increase of domestic prices; and, 
thirdly, with the help of a good harvest. 


The growth of output speeded up in Poland in 1972, 
as did the growth of exports and imports, reaching the 
record rates of 17.1 and 21.4 per cent respectively. This 
acceleration was due mainly to imports from industrial 
market economies (up by 51 per cent in the first ten 
months of the year) and to exports to the centrally 
planned economies. The over-all trade deficit rose from 
$165 million in 1971 to $401 million in 1972, due entirely 
to the reappearance of a considerable deficit with the 
industrial market economies: the trade deficit with its 
CMEA partners was halved in 1972 and was more than 
covered by Poland’s surplus on account of services. The 
large rise in imports was associated with the need to 
improve supplies on the domestic market and to speed 
up capital formation. Imports of machinery increased 
most, though imports of intermediate goods and of 
consumer goods also rose fast. The boost to exports 
came mainly from agricultural products and raw materials, 
which were 29 per cent higher than in the preceding year. 


In Romania, import growth in 1972 doubled to 14 per 
cent, the same rate as for exports. The country’s trade 
was thus roughly in balance for the second successive 
year, the surplus in trade with CMEA countries more or 
less offsetting the deficit with industrial market econ- 
omies. Although data are not available on the commodity 
or country pattern of trade in 1972, it appears that trade 
with centrally planned economies expanded fastest and 
that both imports and exports of machinery increased 
at higher rates than in 1971. It also seems likely that the 
rate of growth of imports of agricultural products, 
which had been 45 per cent in 1971, was considerably 
lower in 1972. 


In the Soviet Union, trade turnover increased faster in 
1972 (by 10.4 per cent) than in 1971 (7.2 per cent) despite 
the slow-down in the growth of output due largely to a 
decline in the output of сгорз.75 Imports increased a great 
deal faster than exports, implying a significant slackening 
in the growth of exports and a considerable acceleration 
for imports. The current plan envisaged a small accel- 
eration, from 6.4 per cent to 6.9 per cent, in the rate of 
growth of imports but a substantial reduction (from 7.9 
per cent to 6.2 per cent) for exports. 


Soviet trade with centrally planned economies т- 
creased by 8.6 per cent, a rate higher than that in 1971. 
However, imports appear to have expanded considerably 
faster than exports, resulting in a considerable Soviet 
deficit with its CMEA partners. But the principal change 
in the Soviet Union’s trade last year was the 30 per cent 
rise in imports from industrial market economies. The 
decline in agricultural output in 1972 necessitated sub- 


75 See section 2 (i) above. 
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stantial imports of cereals while the rather fast increase 
In capital formation resulted in a fast expansion of 
imports of machinery. 


Prospects 


East European countries (including the Soviet Union) 
on the average plan to speed up output growth from 5 per 
cent in 1972 to 6.5 per cent in 1973, but plan to maintain 
the same trade turnover growth as in 1972 (about 10 per 
cent, in value terms). Although these plans imply a 
certain reduction in the elasticity of trade with respect 
to output growth compared with 1972, the resulting 
elasticity in 1973 would be significantly above the one 
observed during the 1966-1971 period or that originally 
planned for the 1971-1975 period. However, it is difficult 
to judge how price changes influence these trade elas- 
ticities. 

The trade agreements signed by CMEA countries for 
1973 indicate that the region’s intra-trade could well 
increase more than the average, and hence less than 
average with the rest of the world. But the difference 
between the two growth rates is likely to become signi- 
ficantly smaller than in 1972. This would involve a certain 
slowing down in the growth of intra-CMEA trade, which 
in 1972 probably reached 12 per cent, and some speeding- 
up in exports to the rest of the world, which apparently 
increased only little in 1972. Imports from industrial 
market economies may be expected to increase somewhat 
less than in 1972 as such high rates as recorded then may 
be difficult to repeat unless exports to these countries 
grow very fast indeed. However, Soviet imports of 
cereals will continue on a high level as it seems likely that 
the greater part of the amount contracted will be shipped 
in 1973. 


The expected faster economic growth in both eastern 
and western Europe should favour a continued strong 
expansion of their mutual trade, while the comfortable 
reserve position of many developing countries may be 
expected to lead to a recovery in east European exports 
to these countries. 


The above expectations are based on growing output 
in industry and agriculture and all types of demand 
(both domestic and external) which, in the region as a 
whole, may continue to rise fast. Engineering, chemicals 
and durable consumer goods should continue to be the 
most expansionary industries (their rates of growth varying 
in individual countries between 8 and 14 per cent) and 
probably the fastest growing sectors in trade, but savings 
in the consumption of industrial inputs per unit of output, 
which are planned throughout the region, may be an 
offsetting factor. The substantial increase in agricultural 
output in 1972 in all countries except the Soviet Union 
resulted in large stocks being carried over into 1973: 
these may stimulate exports but discourage imports of 
these products in the first half of the current year. 


APPENDIX? 


Output of selected industrial products in eastern Europe and the Soviet Union 


1972 
Product.and country ee 1970 1971 Plan be 
Plan Actual 
Electric power (million kWh) 
Bases ee ee FBR 55 19.5 21.0 oe 22 г 30 
@zechoslovakia И FR es 41.0 45.2 47.2 ae 51.4 ae 62-63 
German Democratic Republic. . .. . 62.6 67.7 69.4 72.6 72.8 ae he 
HUN gATV ge eta ое 13.2 14.5 15.0 16.0 16.3 3 a 
Polatid и ИИ 55.8 64.5 69.9 75.7 76.5 82.5 96 
ROMANIA Ee ее еее 28.0 35.1 39.5 44.0 43.4 48.5 60 
ЗП ce. ce 640.2 740.9 800.4 863.0 858 915 1065 
Byelorussian SSR ....:... РТ Seu 18.5 20.2 21 IEE 54) 
WkrainiantSSRe en ee ee 118.2 138 150 161 158 172 198.5 
TOTAL 856.3 987.4 1062.4 ae 1141 
Coal@ (million tons) 
Bulpariaeetee ear el gece, ces 27.9 29.3 27.0 Aste 27.3 ate ae 
Czechoslovakiate, arate ue eo ce 102.6 109.5 113.0 112.5 112.8 is 115-118 
German Democratic Republic .... 2522 260.6 263.7 248.7 249.0 she ae 
Нара с. 23.2 р. 27.4 28.0 25.8 a 26.6 
Во лек. 157.7 172.8 179.5 a 189.2 me a 
Romania а. 15.4 20.5 20.6 2-1 22.6 24.4 34.0 
Бом еее 55919 577.4 591.5 600 604.9 613 640 
By clorussianesoke ea) eneeenen aie — — — — — — — 
Ukrainian S S Remsen ооо овс 200.2 207.1 209.5 210 211 212.6 217.4 
TOTAL 1 138.9 1198.0 19227 т 123 
Petroleum (million tons) 
Bulgarian hanes о ees 0.41 0.33 0.31 0.30 0.25 
Сресваоуакна eines ee 0.20 0.20 0.19 
German Democratic Republic ... . — — — _ — — — 
Нат ор ee 1.78 1.94 1.96 1.94 1.98 ots 2.0 
Poland "ato Bee ae ee 0.44 0.42 0.40 ik 0.35 i <% 
Romaniae ль осы nets 13.19 1333 13.79 14.10 14.13 14.2 14.3 
ЛИС 0 ББ ъ оавобобьос 306.52 348.79 371.78 397 394.0 423 490.0 
Byelorussian ss home 1.94 4.23 5.30 5.8 5.8 tf Ae 
тата оо near 11.94 13.91 14.30 14.8 14.5 13.9 17.5 
ТОТАТ, 322.54 365.06 388.43 bis (411) 
Natural gas (billion т?) 
Bulgaria eienccs yen cays aoe hace le 0.40 0.47 0.33 a 0.22 
Среспооуа а в eee eee 1,12 1.20 22 ae Sal 
German Democratic Republic .... Ate 1.40 2.80 xh 5.00 $ 
А heey hee tae 2.60 3.47 ЗИ 4.0 4.08 5 5.3 
а и 2.76 4.98 5.16 5.8 5.59 6.4 11.0 
В оао eit oo eee РЭ 24.0 25.6 26,7 27.9 33 
Sovmet Unione) .a) see ee ee ee 158.16 184.48 197.95 213.8 205.9 221.8 295 
Byelorussian SSK se ee eee = = = = ых г a 
UkrainiangSS Rasen в BIS 60.9 64.7 66.6 67.2 66.9 62 
TOTAL 186.3 220.0 236.8 ae 248.8 


1 For notes, see page 128. 
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_ Output of selected industrial products in eastern Europe and the Soviet Union (continued) 


Product and country 


a ee I er ВВ ы 


Pig iron (million tons) 


Bulgatiaecen- week А © 


Hungary 


Romania 

Soviet Union 
Byelorussian SSR 
Ukrainian SSR 


TOTAL 


Crude steel (million tons) 


IBUIPArIA Gre о о. 


German Democratic Republic 
Hungary 
Poland 

Romania 


Byelorussian SSR 


TOTAL 


Finished roll steel (million tons) 


BUI paride а et Mar ard ge ss 
C7echoslovakiay faeces ee se 


Soviet Union 
Byelorussian SSR 
Ukrainian SSR... . 


TOTAL 


Mineral fertilizers (thousand tons)? 
Bulgaria. . 
Czechoslovakia... . 
German Democratic Republic 
Hungary 
Poland 

Romania 


Sovietewnlonas eee) на fe ws 


Byelorussian SSR 
Ukrainian SSR 


TOTAL 


Sulphuric acid (thousand tons) 


Вана ое moo 
(САО НОЛЕ Е ооо 6 oo 8 © 


German Democratic Republic 
Hungary 
Poland 
Romania 
Soviet Union 
Byelorussian SSR 
Ukrainian SSR 


TOTAL 
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1966-1970 
average 


Appendix 


Plan 


1972 


Actual 


1.06 1.20 1.34 16 
6.91 7.55 7.96 8.36 
2.28 1.99 2.03 2.15 
Тит 1.82 1.99 2.04 
6.12 7.30 7.50 7.82 
3.07 4.21 4.38 A a 
78.28 85.93 89.30 92.5 92.3 
46.24 41.41 42.0 43.0 43.1 
100.03 110.0 11450 eee — 
1.34 1.80 1.95 2.12 
10.39 11.48 12.06 12:73 
4.58 5.05 5.35 5.67 
2.89 311 3.11 за 307 
10.88 11.79 12.74 180 13.48 
4.91 652 6.80 7.37 7.40 
106.37 115.89 120.66 126 126 
0.2 0.20 0.21 0.2 0.2 
44.0 46.60 47.40 49.2 49.2 
141.36 155.64 162.67 171 
0.95 1.42 1.75 2.02 
7.31 7.93 8.32 г 8.71 
357 3.97 4.22 5.34 4.65 
1.91 2.04 2.06 22 2.22 
7.33 8.14 8.72 9.21 
3.44 4.50 4.16 i be 
73.55 80.65 84.12 88.2 87.4 
31.1 32.67 33.4 34.3 34.1 
97.86 108.65 113.95 
394 434 452 442 
584 709 743 777 
2984 3244 3247 3301 3285 
405 518 552 611 555 
1225 1629 1787 1911 
635 895 1082 1433 1200 
10371 13 099 14 670 15900 15900 
1577 2271 2654 2906 2900 
2040 2499 2625 2800 
16 598 20528 57533 24 070 
437 503 514 514 
1023 1110 1163 1189 
1048 1099 1076 1045 
451 471 479 580 
1417 1901 2255 2565 
781 994 1047 и 1 133 
10 397 12 059 12775 14 000 13700 
344 638 663 657 = 
1980 2223 2674 3 089 3 059 
15 554 18 137 19 309 20 726 


96.2 


43.4 


570 


3 266 


8.8 


120 Eastern Europe 


Output of selected industrial products in eastern Europe and the Soviet Union (continued) 
я 


1972 
Product and country ide 1970 1971 Pia Plan 
Plan Actual : 
Caustic soda (thousand tons) 
ВЕ. 42.8 46.1 48.1 ов 67.4 
Соеспозюуана сс о. 180 189 202 ae se 
German Democratic Republic ..... 396 ° 413 414 A? 420 
Ниро. м. ke 49.9 62.6 65.7 727 
Ро ооо сео aos 285 313 319 336 
Копа aro ие 286 330 344 or avs 
SovietsUnionigeeme) sos ae eb 537 1783 1866 1970 1900 
Byelorussian 558 ........ - - = = = a са 
че поовфазеое 197 237 241 .. 
TOTAL 2112 3137 83259 .. 
Plastic and resins (thousand tons) 
Вора. 61.2 89.2 106 ae 023 145 152 
Соеспооуа а 199.7 245 265 р 297 ae 500 
German Democratic Republic .... 306.4 370 420 ors 455 Ae a 
Hungary rete te tried to, eaters ones, 40.7 55:9 82.3 ae 100.2 We 2 
Е: со anor ec 185 222 257 289 299 339 431 
Romania ое о. 135 206 251 275 274 313.1 540 
Зое о ео 1167 1481 1623 1765 Te at 3125 
Byelorussian SSR ........ aie ase se ts ars ее 
ет зозоаоова ae me me Wy 
TOTAL 2095 2 669 3 004 Be 3 320 
Synthetic and artificial fibres (thousand tons) 
Вы рана ces oe eee ie. 0.92°¢ ой 28.3 Ne 34.7 40.6 72 
Czechoslovakia wen ue eer 91.0 100.6 108.8 ne 116.5 > 
German Democratic Republic ... . 196.7 214.8 РТ: БС 227.0 
Напа м a ks 9.0 9.6 9.9 EWE 11.6 uf а 
РС о vant) cee eee cc ee 123.7 138.1 150.9 157.0 162.7 175.8 232.5 
Romania@eec tbc io aes bake 53.6 76.6 95.4 99.5 99.7 117.3 165 
SoviethUnion ло oe sea 546 623 676 746 746 =v. 1065 
ByelorussianiSSiRosa arena 47.2 64.8 85 102.7 101.7 130 177.6 
Ukrainian'SSR 41.0... 58.4 65.3 Ta 88.1 88.9 108.7 г 
TOTAL 1021 1186 1280 ae 1398 
Cement (million tons) 
ВЫ ра На ое 3.5 37 3.9 a 3.9 NP 6.0 
Czechoslovakiauemrm mena nee 6.6 7.4 8.0 8.0 9.8 
German Democratic Republic .... eS 8.0 8.5 8.9 8.9 Le ae 
Hungary bs aos ss 2.7 2.8 Drill 3.0 3.0 - 5.0 
Poland Brat ects ee tie ee ba oe es 15s 1222 131 13:7 14.0 Seo 18.0 
Romanians. eer eae en lee 7.0 8.1 8.5 9.7 9.2 11.6 16.0 
и О ох оороовоов 87.4 95.2 100.3 104.4 104.2 ых 125.0 
ByelorussianSSR ........ 1.9 1.9 1.9 1.94 195 She 22 
Wkrainiani SSR ene 05-7 дз 17.8 18.6 18.7 URLS) 22 
TOTAL 125.8 137.4 145.0 oe el? 
Paper (thousand tons) 
‘Bulpariays. cat os fo ae tae eee a 173 200 215 ae 218 
@zechoslovyakia) = ante nee 586 606 615 os 625 
German Democratic Republic .... 685 720 131 735 
а rte 6 ee nee 198 219 239 ae ae ae oe 
IROLAN Gree) ce a aes to ee ee 686 764 839 a 900 ее 998 
а arses ee ee ee 366 431 447 545 548 583 ai 
Soviets ОИ у бр ооо 3991 4185 4407 4556 4600 4800 5560 
ByelorussianiSS В 9 ene 98 103 122 128 139 as 161 
WkraintaniSSRa. ss 4 ore 179.6 187.4 192.5 See 201 


TOTAL 6 685 1125 7493 


Output of selected industrial products in eastern Europe and the Soviet Union (continued) 


1972 


Product and country eae Hd 0 1970 1971 1973 1975 


Metal cutting machine tools (thousands) 


Bulgaria . . eters cot Oa, 11.5 13.9 14.6 ae 179 НВ, =: 
Czechoslovakia . pete ye м, 32.3 35.2 39.6 = gh ae 54 
German Democratic Republic .... 24.4 992) 19.6 
Йо tenet wes а 15.3 14.5 15.9 ae ae 
Poland 5 Ao OF ia eee a Eee 30.7 29.7 33.1 35.2 36.6 
Romania seem. сои ео ис 11.5 14.1 15.1 at re ts aR 
Sovietilintony с. оао о 199.5 202.3 207.2 208 210 ой 240 
Byelorussian SSR ........ 26.1 27.6 29.2 29.0 29.8 30.4 
Ukrainian SSR ......... 28.2 29.6 30.9 35 31.5 УВ 
TOTAL 325.2 3319 = 3451 р ан — 
Tractors (thousands) 
IBulgarideten ss ое 2.9 3.5 4.7 oe 4.1 
СОС ЧЕ р осо овоах 23 18.5 21.8 sa 27.8) 
German Democratic Republic .... 4.8 6.3 6.2 ac 7:9 
ре Мо 27 1.9 1.6 а 1.2 bie me 
ЗЕЕ роет 9 ae eS 33.0 41.0 43.5 45.0 45.0 47.5 61.0 
(Omani ра oe 203 29.3 30.4 32.0 34.9 57.3 37 
ЕАО: ея бо бе дао ок 408 442.2 454.1 461 462 >. 550 
Зем С босой 78.5 80.3 81.1 81.0 81.8 81.5 83 
ОРЗЕННАИ Е осо сово 137.1 147.5 149.2 172 125 a ; 
TOTAL 497 542.7 562.3 в 577 а 
Electric and diesel locomotives (units) 
Bul Paria ось, ево ee ers ~ - = = = = = 
TECH OSIOVAKIA, баки RE se by 467 500 496 
German Democratic Republic х 555 633 480 381 
а а sh se on аа 55 54 29 es ANG 
Poland mee terse chy cd su ee < 411 426 380 a 377 sie ots 
ROMANE а не 181 265 266 И 286 287 305 
С р о се 1877 1808 1826 1850 1839 р нд 
ByelorussianisSR: © «a2 без» Ae ae at ate ade 
WkrainiansSSR о оо 1419 1390 1 390 1405 1395 Re 
TOTAL 3546 3 686 3477 
Railway freight wagons (thousands) : 
[UW eri i све Soe Ge о о РБ ох 1.80 1.99 2.02 1.9 
Grechoslovakia оо оо ов о = - > 4.32 4.35 4.69 ate a 
German Democratic Republic ... . 4.80 5.1 5.37 = 4.44 
И р a ome в О То ey fou “ev 0.44 0.50 0.32 Sa 0.69 
Boland eee ers oat) И о 14.26 15.47 16.39 16.8 16.9 
Romaniager: еее 9.10 11.16 12.39 ah: sh 
Болен ое 48.12 58.28 63.67 72.0 68.9 
iByelorussianiuosRe sues oo = = = = a is = os 
WkrainiansSSR) sco а 22.9 29.6 39.5 40.0 97.2 44 
TOTAL 82.84 97.46 104.85 
Motor lorries (thousands) т ыы es 
Ваал wo. Ge eed со a о 1. ь .. .. .. .. 
т oT ON oo ИМ ee 217 24.5 Pl aa 25.6 was 37 
German Democratic Republic .... 20.7 24.2 25.5 26.8 5 
НИ пан ое, 3.6 Bie 3.1 3.6 
Poland) се - 36.0 40.9 45.9 ae 49.7 
а ee eS! 25.8 35.0 35.2 35.0 36.1 36.2 37.8 
SovictaUnionie Боровое еб 470.4 524.5 564.3 598 597 . 
ПО ЗМ о ок ооо Dries 29.8 30.9 31.6 31.9 32.5 34 
UkrainianiSokoe ees И: 25. 28.8 30.8 В = 32.4 = Ser a 


TOTAL 582.1 654.8 702.4 
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Output of selected industrial products in eastern Europe and the Soviet Union (continued) 
os ag et ene es 


1972 
Product and country о 1970 1971 ie Hes 
Plan Actual ; 
Passenger motor-cars (thousands) 
Bulgaria. «20: + i Chace a eS Bile 7.8 8.1 ay и м oe 
(СИЗО Е ЧЕ о обооообовос 121.0 142.9 149.0 Be 154.5 Has 167 
German Democratic Republic .... 116.0 126.6 134.3 ae 140 ane 
АУ ев о = = = 7 5 = г 
чи от. 40.8 64.2 85.1 89.9 89.9 107.6 154 
Romaniateee eset) ose es 10.34 16.3 20.5 27.5 28.0 47.2 58 
SOVICLEUNION осно ооо обе sess 279.9 344.2 529.0 VA 730 a 1260 
Byelorussian so  собовооб ~ - = — = = в 
UkrainiangSSRe р ооо опоб FAD 86.9 91.5 ce 96.4 a 
TOTAL 573.1 702.0 926.0 
Television sets (thousands) 
BUTE о ¢ 6 po 4 А eee 148 193 158 Be 102 
Czechoslovakia ее 320 383 352 mee 268 
German Democratic Republic .... 435 380 411 er ns ple ae 
ПОНЕА 6 o @ 6 6 6 a 6 ieee 332 364 ИИ! 360 350 i 415 
Poland о sees on er iste eer oi sa ans 537 616 630 Ra 730 ys 900 
И mete vou ce chee ae) Sahn 182 280 300 300 324 395 525 
Some ШИ oon og giao oo 0 5 678 6682 5 814 5970 6 000 Be 
IByelontssiatins 5 ооорошов 457.8 634.8 БУХ] 350 375 
он С оосоазоос 1320 1981 1903 2100 2100 ee 
TOTAL 7632 8 898 8036 
Radio sets (thousands) 
О Пол но В sees Go о 155 145 148 р 141 
@zechoslovakiaw- Боос оо 313 416 385 jee 249 
German Democratic Republic .... 844 807 961 1114 1041 
ИА 5 6 6 mo oo 6 ак 238 206 DVS ihe 193 = oh 
Poland sae (es has о teres ses 780 987 892 AP 981 ig 1250 
Romatia ee, ee ee eae che оо 393 455 484 520 527 600 680 
СО И соо 6 6 6 a6 Go 6 863 7815 8794 9 343 8 800 
ByclorussianisS ооообооб 480.3 423.6 518.7 520 424.6 
Wkrainian 9 оо enna ee 688.9 673 719 aks 619 т 
TOTAL 9586 10831 11879 ce 11 932 
Domestic refrigerators (thousands) 
Виана. 90 134 140 и в 
Czechoslovakian. s-aen nite irene 286 300 314 Ate 327 
German Democratic Republic .... SH 380 411 436 442 
рат ое es he iss ne 168 242 278 311 51 а т 
POlaNG о р ое ое cane 381 444 493 т 527 ое 780 
ROMANIAN ie с Шов 145 135 192 250 196 305 290 
СОМ О собою @ 6 oo 5 & 3180 4140 4557 5131 5000 ae st 
ПИ И СО AG pu go 6 0 & 136.6 216 277 410 416 и 550 
Wkrainiany К осо ооасоос 425.2 482 500 542 544 ся 805 
TOTAL 4627 5775 6385 =e 
Domestic washing machines (thousands) 
А о a Gea oye) ot ыы в 134 56 5 as 32 
@zechoslovyakial.) нь 244 290 309 ie ИЕ 
German Democratic Republic .... 292 254 281 gy 291 
HUN gary eres seas eb eats rey 155 165 162 ne 139 
Poland Ве Ot eee 442 423 331 ne 489 
Romania qiat < fac es Se ieee ee alg 131 131 aes ых 
За Wi оо пооршонас 4658 5 243 4052 31555 3000 
Byelorussian SSR р. _ = = = = = = 
Е СО ро поююв ос 433.8 498 351 231 Ms 
TOTAL 6042 6562 5323 ом. 


Output of selected industrial products in eastern Europe and the Soviet Union (continued) 


1972 
1966-1970 


Product and country average 1970 1971 


Vacuum cleaners (thousands) 

У ое оо О ce cece 

(О а 4 по ов oe. ies 

German Democratic Republic 

Hungary 

EOland и Е. os 

ОА mle te ces, ay ares s+ ce 

Божена, cee selene ь 
ОЕ 5 5 56 5 no oe 
ikraintanysS Rae wees 


TOTAL 


Bicycles (thousands) 
Вана se dcs cet в eos a's 
Czechoslovakiaassy 4) serene ele 


De а 26) es alate’ о © “oe 


Сие Ши pie sn.) @ asl бов 
IBVelorissigniss Ral mcmenntnrcn. nei 
Wiktaitiiani: Ss Ramen inemis mer ie 


TOTAL 


Cotton fabrics (million m?) 
Ооо а ол eee <li sy osc, ven se) 


So om, Oe ИИС ССОО 81, 6 te 


Hungary 
Olan Camry еее 3) ote 
RNOMANIAN Mae eater vo) eis.) wo he 
Soviet Union 
Byelorussian SSR =... . « « 
О СО ee) el a) sine 


TOTAL 


Ч ох 


Woollen fabrics (million т?) 
И col GB оо ооо Oro oc 
G@zechoslovakia еее ные 
German Democratic Republic 


epee cen 16) ei ke) 6) et 9 6) 0) Xe," 6 


ОИ 6 5 6 oO od 6 Depa 6 
Soviet Union 
Byelorussian SSR ........ 
Wkrainian SSR) me. © 9 6 - 2 


TOTAL 


alge eh ne, wel tain ae? 6; ie: 16. 16 


Footwear (million pairs) 

ПАРЕ о 6 5 66 a 6 6 оборо OC 

Czechoslovakia... ++. +++ 

German Democratic Republic 

Hungary 

ЕВ оно в лю обор ФО 

ИИА о а о бою в Cc о anc 

Soviet Union 
Byelorussian 558 ........ 
Ukrainian SSR ........ 


TOTAL 


Che Cy ЗОН Ce МОУ OR 


4039 


941 


6 034 


276 


4147 
520 
950 


6 220 


219 
518 
445 
304 
847 
437 
6 152 
89.3 
238 


8982 


37.2 
77.0 
118 
36.7 
138 
58.3 
643 
34.1 
66.3 


1108 


17.3 
103 
73.8 
36.0 
107 
52.0 
676 
37.5 


145 8 


1065 


316 


44 


2967 


583 


370 


52 
830 

га 46.5 
154.9 72 
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Output of selected industrial products in eastern Europe and the Soviet Union (continued) 


ee cen cen eure erp SR RLS EEE SS SS aS eee Sie eS ee Ed 


1972 


1966-1970 
average 1970 1971 Plan Plan 
Plan Actual 


a 


Meat (thousand tons) 


Product and country 


Ва ее. 250 253 277 oe 298 Pe ad 
Czechoslovakia (ересь 644 712 774 #9 820 os ats 
German Democratic Republic ... . 995 1066 1110 33 1188 ae 
Е ое ОВО, ЕО 362 399 488 . 537 Ae 550 
Poland gorge colons ee ee os 1369 1376 1474 1564 1760 1920 1800 
Копа о ео 456 471 469 655 550 > Au 
Зое лю. ею 5990 6602 7514 8000 8000 ae 9 240 
Byelorussian SSR... ...... 23 428 465 448 467 т ai 
зенит ооо особо о 1414 1565 1800 we 1900 1 630 2140 
TOTAL 10 066 10879 12106 a 13153 
Butter (thousand tons) 
ВОС а... 13.7 14.1 14.2 Pit 14.4 
НЕЕ о об боюобоюб 85.4 86.9 91.8 aS 101 
German Democratic Republic ... . 213 216 225 ae 250 
А оо oe ee howe sae Pilea) 20.2 19,5 ae: 17.8 a, 5%. 
Poland еее ee 121 127 128 ee 162.3 ae 169 
Копа оао 29.7 30.7 29.5 35.8 32 a 
Soviet; Unions съест 1013 963 1022 1108 1081 
Byelorussian SSR ........ 59.8 62.4 64.6 71.0 71.3 a 3 
ЗИ соробоббо 251.3 245.2 265.9 288 281 290 287 
TOTAL 1497 1458 1528 ‘8 1659 
Sugar (thousand tons) 
Во а ео ее Sone 345 371 356 he 283 
@zechoslovakiag.wris cis ooo > 9 918 875 828 
German Democratic Republic .... 571 540 589 i 662 ar oe 
Нора ве ое 393 280 241 ae 298 ae 436 
О ао 1562 1388 1585 1630 1661 3 1870 
Romafiagee| еее 415 377 485 470 520 635 610 
Soviet. ПП wos 4 a,c 0 10 203 10221 9025 10 399 8900 Ae 13 670 
Byelorussian SSR ........ 155.4 130.5 201 152.0 191.5 one wit 
Wkrainianiss Ramee nae 5903 5973 5500 6 180 5 500 5700 6 400 
TOTAL 14 407 14 052 13109 
Vegetable oils (thousand tons) 
Bulgaria (iiss ss a tees! os ss es 136 160.6 145.9 к 145 
(ОУ ЕЕ ово оошрово 92.9 87.5 92.0 
German Democratic Republic 128 133 134 
Нова ооо. 43.5 56.3 60.5 Se ae 
Poland „еее. 186 213 224 Me 223 р re 
Romania vg sical: помех. 259 274 308 296 315 320 415 
Soviet И Бо ne ee ес 2932 2784 2923 2850 2800 
Byelorussian 558 ........ 22.8 РН 17.9 20.5 ie г See 
Ukrainian 558 ......... 997.3 1071.3 956.0 985 1 000 or 980 
TOTAL 3777.4 3708.4 3 887.4 
Fish catch (thousand tons) 
Bulgaria ve asc ttt yee cen ct ome 55.8 84.0 97.1 2% 103.2 
Czechoslovakia. .......... a oe ee 
German Democratic Republic Ae. 284 30€.1 Se 311 
НПА i ss ое EA р 
РО ais Sey chs sae sein bs ee 357 431 467 we 503 
ROMAania ое ty Sees ae) eee ae 5 ое 135 
о .... § 0 ke 6855 7900 7845 8 600 
Byelorussian 558 ........ = = = = > = a 
Ukrainian 558 ......... 699 891.1 858 : 942 ahs ant 
TOTAL < в Aa? oe г 
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Output of selected industrial products in eastern Europe and the Soviet Union (concluded) 


Sources: CMEA Statistical Yearbook 1972, national yearbooks, plans and plan- the figures may not be entirely comparable with those for the Soviet Union as a whole, 
fulfilment reports, and direct information from the governments. 


< Hard coal, brown coal and lignite. 
Моте. In cases where the coverage differs, the figures reported in national sources > All mineral fertilizers in terms of pure content. 
have been adjusted to correspond to those reported in the CMEA Yearbook. For the 


< Four-year average. 
Byelorussian SSR and the Ukrainian SSR no adjustment was possible and therefore 4 Three-year average. 
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RECENT ECE PUBLICATIONS 


Recent publications by the ECE secretariat, in addition to the annual Economic Survey of Europe and 


~ the trade reviews contained in the Economic Bulletin for Europe, have included: 


Trade dependence in European countries, 1953 to 1967 

Industrial co-operation as a factor in the growth of east-west European trade 
New uses of steel in the developing countries 

Economic Bulletin for Europe, 1969, volume 21, No. 1 

Sales Мо. Е.70.П.Е.3 Price: $(U.S.)3.00 


Analytical report on the state of intra-European trade 
Sales No. E.70.II.E/Mim.21 Price: $(U.S.)1.60 


Multi-level planning and decision-making 


Sales No. Е.70.П.Е.2 Price: $(U.S.)3.00 


Structural trends and prospects in the European economy 
Economic Survey of Europe in 1969, Part I 
Sales No. Е.70.П.Е.1 


Long-term planning 
Sales No. E.71.11.E.3 


Price: $(U.S.)2.50 


Price: $(U.S.)4.00 


Note on the projection of the matrices of international trade 
Economic Bulletin for Europe, 1971, volume 22, No. 1 
Sales Мо. Е.71.П.Е.2 Price: $(U.S.)3.00 


Investment in human resources and manpower planning 
Sales No. Е.71.П.Е.11 Price: $(U.S.)3.00 


Comparative analysis of economic structures by means of input-output tables 
Economic Bulletin for Europe, 1971, volume 23, No. 1 
Sales No. Е.72.П.Е.2 Price: $(U.S.)2.50 


Some aspects of manufacturing development in southern Europe: 
production, trade and transfer of technology 

Economic Bulletin for Europe, 1971, volume 23, No. 2 

Sales No. Е. 72.11.E.7 Price: $(U.S.)2.50 


The ECE region in figures 


Sales No. E.72.1].E/Mim.5 Price: $(U.S.)4.00 


The European economy from the 1950s to the 1970s 
Economic Survey of Europe in 1971, Part. I 


Sales No. Е.72.П.В.1 Price: $(U.S.)3.50 


Long-term aspects of plans and programmes 


Sales No. Е.73.П.Е.2 Price: $(U.S.)2.50 


Recent changes in the organization of foreign trade 

in the centrally planned economies 

Economic Bulletin for Europe, 1973, volume 24, No. 1 

Sales No. Е.73.П.Е.4 Price: $(U.S.) 1.50 


Trade network projections and international consistency tests 
Economic Bulletin for Europe, 1973, volume 24, No. 2 | 
Sales No. Е.73.П.В.6 Price: $(U.S.) 2.00 


The ECE secretariat also publishes regularly: 


Published in 1970 
Published in 1970 


Published in 1970 


Published in 1971 


Published in 1971 


Published in 1971 


Published in 1971 


Published in 1971 


Published in 1972 


Published in 1972 


Published in 1972 


Published in 1973 


Published in 1973 


Published in 1973 


Statistical indicators of short-term economic changes in ECE countries (monthly), Annual subscription 


$16.00, monthly issues $1.50. 
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